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COLUMBUS 


Drawn from nature and printed in colors by E. Sachse & Company, the lithograph re- 
produced on the front cover is a view of Columbus, Ohio, from the west in 1865. The 
winding river at the right is the Scioto; the white structure dominating the center of the 
view is the State Capitol. ... This print from the Phelps Stokes collection is reproduced 
through the courtesy of the New York Public Library. ... The site of Columbus, stretch- 
ing on both sides of the Scioto at its junction with the Olentangy, lies in the center of the 
State. Although it may have been visited by La Salle when he explored the Ohio River 
in 1670, no attempt at settlement was made, evidently, until the Ohio Company was 
organized in 1786, purchasing from the Federal Government almost a million acres. In 
1797 Lucas Sullivant and others laid out the town of Franklinton on the west bank of the 
Scioto. Across the river was a high plateau, destined also to become a part of the present 
city. In 1812 its owners, James Johnson, John Kerr, Alexander McLaughlin, and Lyne 
Starling, set off a tract of 1,200 acres and offered to lay out a town, grant land, und erect 
public buildings if the seat of the Ohio government could be located there. The legislature, 
which had appointed a commission to place the permanent capital “not more than go miles 
from the common center of the State,” was temporarily in session in Zanesville; it accepted 
the offer, naming the site Columbus. ... Today Columbus (aerial view above) is a city of 
300,000 population. The skyscraper in the center of the picture is the AIU (American 
Insurance Union) Building. Included among the city’s principal manufactures are steel, 
mine and mill machinery, agricultural implements, electrical apparatus, trucks, and shoes. 
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The Chains Adjust Themselves to State Taxation 22 


ReEINHOLD P. WoLFF 
A marketing authority summarizes the effects of 
chain-store taxation on chains and other businesses. 


The Business Diary—August, 1939 - - - 29 


The Trend of Business 


Brief reviews of production, trade, and prices. 


Trade Index Recovers - - - - - = 32 
Indexes of trade activity for the United States and 
29 regions for use in checking regional sales. 


Analyzing the Record of Industrial and Com- 
mercial Failures - - - - - - 3 


Here and There in Business - - - - 42 


Over the Editor's Desk - - - - - 48 


Going Up - - - - - - - - 50 
Witcarp L. THorp 
Editor of Dun’s REVIEW 


French mat 13% x 14% inches ready for framing the charge is $1. For 
prints mounted and framed, with glass, the charge is $3. If in New York 
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One of many explorations into the dark continent o 


f low-cost housing, the National Small Homes Demon- 


stration has developed a standard but flexible house plan (page 11); one architect liked this adaption best. 


UST like a farm family, 

the economic machine 
of this country requires for 
its general well-being that 
all its members—all its in- 
dustries—be in reasonably 
good health and at work. 
The interdependence of all 
members of the family, one 
to another, is such that serious or linger- 
ing illness for even one or two of the 
members jeopardizes the productivity 
of the whole family. 

During the years 1925 to 1930 the 
building of houses was an able-bodied 
member of the industrial family. The 
average annual volume of residential 
construction amounted to $3,504,000,- 
000, requiring the services of 1,200,000 
employees for construction and ap- 
proximately 2,000,000 employees in the 
manufacture and transportation of ma- 
terials, Then the industry became very 
sick. In 1933 total residential construc- 
tion amounted to only $398,000,000; in 
the eight years from 1931 to 1938 it 
averaged only $986,000,000 a year. The 
doctors seemed to despair of curing the 


ROBERT L. DAVISON 


Director of Housing Research, 
The John B. Pierce Foundation 


To build low-cost homes and so revive the residential 
construction industry must we resort to subsidies or 
can we still find ways to do it entirely within the 
framework of private enterprise? This is one of a 
series of articles on subjects of importance to business, 
presenting opinions of men of acknowledged ex- 
perience in their fields—men whose backgrounds, too, 
have created decided, often conflicting, convictions. 


industry completely. Like their learned 
colleagues before them in England, 
Germany, Austria, Holland, and Swe- 
den, they prescribed public aid; in 
effect they said: “You'd better get a 
hired man.” 

Already, acceptance of the belief that 
the majority of the people cannot afford 
decent living quarters at the cost set by 
private construction has been reflected 
in many and diverse ameliorative ef- 
forts: by the Home Owners’ Loan Cor- 
poration, the Resettlement Administra- 
tion, the Public Works Administration, 
the Federal Housing Administration, 
and the United States Housing Au- 
thority—through guarantees of loans, 
grants-in-aid, tax exemption, and 
low interest rates. Such efforts are 
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not without their expense. 

Estimates based on a Na- 
tional Housing Committee 
report indicate that if hous- 
ing costs are not reduced 
below $5,000 per dwelling 
unit (which is the probable 
cost of most Government 
subsidized housing proj- 
ects) the total cost of subsidy to 
bring new housing within the rent 
paying ability of all families in the 
United States would be about $57,000,- 
000,000. So while a certain amount 
of outright subsidy may be socially 
necessary, and politically expedient, 
any attempt to solve the problem 
through subsidy alone seems doomed 
to failure. 

Perhaps it is time to call in some 
new doctors, time to re-examine the 
possibility of reviving the patient in- 
stead of replacing him, time to seek 
the answers to many questions: How 
much money do how many people in 
various income groups have to spend 
for rent or, if they buy a house, for 
rent-equivalent ? What kinds of houses 
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can be built under private enterprise 
to rent or sell for figures which these 
people can meet? How far down the 
income scale do we have to go in build- 
ing houses to get 1925-1930 dollar vol- 
ume? Can we build salable houses for 
little enough to reach that far down? 

A good starting point for any study 
of the housing market is in the short- 
ages, Chart I, on this page. The total 
United States shortage is 2,036,558 units, 
but all of it, as the chart shows, is at the 
expense of families who can afford to 


pay no more than $30 a month for rent. 

Throughout this discussion “rent” 
means either rent or rent-equivalent if 
the house is owned; in other words, 
the monthly cost. Furthermore, when- 
ever family incomes are related to the 
monthly cost, I am assuming one 
week’s income for one month’s rent, 
and the price of the dwelling at 100 
times the monthly rent. That is, a 
man receiving $30 a week can pay $30 
a month for his home, a home costing 
$3,000 a year. Another way of stating 
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it would be the price of the house at 
twice the yearly income. 

If you translate Chart I into market 
terms, you will see that the shortages 
can be met only through construction 
of houses made to sell for less than 
$3,000, for families whose incomes are 
less than $30 a week, or $1,500 a year. 

What, on the other hand, of the cur- 
rent market? In Chart II current an- 
nual requirements, by rental groups, 
are contrasted with construction in 
1938. Notice the three sets of bars on 
the left; they indicate that there has 
been only a negligible amount of build- 
ing, proportionate to requirements, for 
families who cannot afford to live in 
houses costing as much as $3,000. 

Now observe what the two bars at 
the right suggest. As we have been 
for the past several years, we are con- 
tinuing to overbuild in the class of 
houses selling for more than $5,000. 
The most recent figures available indi- 
cate that we are oversupplying the pres- 
ent market—and there are no shortages 
—by 300 per cent. 

The question naturally arises wheth- 
er the figures are wrong or whether we 
actually have overbuilt in the $50-a- 
month class. In a field check of urban 
and suburban communities having a 
total population of 12,000,000 (nearly 
10 per cent of the country’s total popu- 
lation) it was found that 9,000 of the 
houses erected during 1937 were still 
unsold as of November 1 of that year. 
The bulk of these houses were in the 
$6,000 class. Multiplying the 9,000 by 
10 to get a very rough idea of the over- 
supply for the country as a whole gives 
a guess of 0,000 units. 

It seems not at all unlikely that over- 
building in the upper price class does 
exist, as the natural result of momen- 
tum and lack of accurate knowledge 
of the housing market... Previous.to.the 
depression there were three times as 
many families in this rent class as there 
are today. Contractors formed the tech- 


Shortages, so the National Housing Commit- 
tee’s analysis sets forth, appear in lower rental 
groups (chart 1). There has been underbuild- 
ing in that part of the market, overbuilding 
where shortages do not exist (chart Il). 
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Depression years were grim for the entire automobile industry, but more recently sales of low-priced cars have recovered; still bogged are 
sales of higher-priced cars. Home-construction (with no important low-price segment) has paralleled the expensive automobile trend. 


nics of building and selling to this 
group, and they are now difficult to 
change even though builders appreci- 
ate that the market has dwindled. For 
one thing, most of them do not know 
by cities and counties, for example, pre- 
cisely how much change there has been 
in their market. Fortunately they will 
soon. Late in its last session Congress 
passed a bill which further extended 
the data to be collected by the Bureau 
of Census in 1940 to include infor- 
mation on types of houses owned or 
rented, number of rooms, and amount 
of mortgage. From that data it 
will be possible to determine accu- 
rately the extent and nature of local 
shortages. 

To return to the story of Chart II, 
it appears that, whatever the reasons, 
the home building industry has priced 
itself right out of the market, a conclu- 
sion substantiated by Chart III. Using 
$750 as the dividing line between high 
and low cost automobiles, Chart III 
shows the proportion of national in- 
come spent for cars in these two price 
groups from 1921 to 1938. Also plotted 
on an index base is the proportion of 
national income spent for housing. 
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A telling indication of the income 
group to which building caters, the 
curves for high-priced automobiles and 
for building coincide almost exactly. 
The low cost automobile curve is 
sharply divergent. Cars costing less 
than $750 are the ones principally re- 
sponsible for the revival of the auto- 
mobile industry since mid-depression. 


How Much Cheaper? 


It is plain that very little building 
volume is going to come out of supply- 
ing new houses at a cost of more than 
$5,000. Nor is much more going to 
come from new houses in the $3,000- 
$5,000 class, where likewise there are no 
shortages. How much cheaper do we 
have to build houses to get how much 
volume of residential construction ? 

Chart IV presents a breakdown of 
the current market and of shortages by 
income and rental groups. The bars 
at the left show the estimated current 
market for each of the two years 1938 
and 1939. The second set of bars repre- 
sents one-half of the current shortage. 
The third set shows how much dollar 
volume results from multiplying the 
combined figures for the current an- 
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nual market and one-half of the short- 
age by the value of an average house in 
each class. From the top downward, 
these bars are added cumulatively to 
show the total volume of residential 
construction which may be expected as 
successive layers of the low-cost hous- 
ing market are met. Two figures to 
keep in mind in studying the cumula- 
tive totals of this chart are these: non- 
farm residential building averaged 
$3,504,000,000 from 1925 to 1930, $986,- 
000,000 from 1931 to 1938. 

By filling annual requirements and 
one-half of the shortages, the chart 
shows, we can attain an annual volume 
of $786,000,000 if we build only houses 
to sell for more than $3,000; $1,643,000,- 
000, if we can supply the $2,000-$3,000 
kind of house; a possible $3,137,000,000, 
if we solve the problems involved in 
making houses for less than $2.000. 
From the standpoint of practical con- 
struction limitations, what chance do 
we have to tap this low-cost, mass mar- 
ket? 

Soon after the National Housing 
Committee had made its survey, Her- 
bert Nelson, of the National Associa- 
tion of Real Estate Boards, sent out a 
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By meeting the current market and one-half of the shortages we could attain in each of two years an annual volume of residential construc- 
tion of $1,643,000,000 if we built homes to rent for as little as $20 a month, $3,137,000,000 tf we reached farther down. 


questionnaire asking builders for infor- 
mation about houses selling at $3,000. 
Of those who answered, go per cent 
replied that houses could not be built 
in their communities for a profit at that 
figure. The remaining 10 per cent re- 
plied that the houses could be built at 
a profit and that, in fact, they were 
doing it. Those 10 per cent were not 
limited to Southern districts. The 
question arose: why, if some could do 
it, others couldn’t? 


Two Plans 


In May 1938 the National Small 
Homes Demonstration, sponsored by 
the National Lumber Manufacturers 
Association, with active co-operation 
from Government housing agencies 
and a number of large companies in the 
building industry, also began work 
based on the findings of the National 
Housing Committee survey. They ex- 
plored two plans: one for a four-room 
unit costing $2,000, the other for a five- 
room and garage unit costing $2,500, 
both prices exclusive of land. They 
hoped to prove both plans feasible 
through (1) budgeting various ele- 
ments of the house, (2) standardization 


in plan, (3) standardized space relation- 
ships for equipment, (4) adapting cer- 
tain practices used in mill and factory 
construction to dwelling house con- 
struction, and (5) added efficiency only 
possible through very detailed study of 
all construction details. 

Both four- and five-room units were 
designed so that they might be built 
either with or without basement, or the 
same units might be used in multi- 
family housing. Ag# attached garage 
could be added to the five-room unit 
when used as a free-standing, single or 
twin house. The same mechanical 
equipment could be used in both units. 

A considerable amount of study was 
given over to developing the most effici- 
ent kitchen within the limitations of 
space and price. One of the important 
clements was the standardization of 
space relationships between kitchen 
equipment, bath, domestic hot water, 
and house heating. The hope was that 
if this basic equipment were standard- 
ized as to space requirements, it would 
encourage manufacturers to standard- 
ize their equipment, which in turn 
might reduce the cost of equipment 
and installation. 
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In developing plans for these houses 
there was no intention of limiting their 
exterior treatment. The purpose was 
to standardize the equipment and the 
shell (top of page 11) and then let the 
architect apply to the shell any treat- 
ment which he might wish—clapboard, 
wood shingle, asbestos shingle, brick, 
shutters, and hip, pitched, or flat roof, 
and so forth. 


Usual Methods 


In the shell of the house, with the 
exception of floor construction, the plan 
followed traditional construction meth- 
ods. The savings were largely due to 
simplification of structural details and 
to making dimensions which would to 
a considerable extent eliminate cutting 
lumber. The most radical departure 
in the entire house was to lay thicker 
floors on beams spread wider apart, 
making ceilings unnecessary. This was 
merely returning to a modified form of 
the beamed ceiling used in early Co- 
lonial houses. Reducir.g the height of 
the two-story building by a foot and a 
half, elimination of ceiling, and other 
savings made possible a reduction in 
cost of about $100. 
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Bids received on the one-story, four- 
room house without basement indicate 
that it can be built in some communities 
{or $2,000; the five-room and garage 
house for $2,500. (Elsewhere the 
cost might run 50 per cent higher.) 

But just because the bids received 
demonstrate that these low-cost 
houses can be built does not mean 
that they will be, for a variety of 
reasons. An important obstacle 
lies in the buying attitudes of the 
very people for whom the houses 
were designed. 

For example, a Long Island 
builder advertised a four-room, 
basementless house for $2,500, in- 
cluding land. Though the sale 
price included some $400 of gross 
profit and the house was in fact for 
sale, it really served as a loss-leader, 
bringing people out to see the rest 
of the builder’s development. 
Salesmen had little difficulty in 
selling the prospect the same house 
but with basement added and a 
three-foot increase in frontage for 
$2,900. By adding $200 to the cost 
of the basementless house, the 
builder could sell it for $400 more. 
There is no reason to criticize the 
builder; the illustration simply 
bears out this point—that for every 
dollar added above the basic cost 
the purchaser will frequently pay 
two. 

Another obstacle which often 
stops the building of a low-cost house 
before it can get started is finding a suit- 
able site. Many districts or subdivisions 
have zoning or deed restrictions which 
prevent the erecting of houses under 
$4,000 or $5,000. Builders in Buffalo 
and Rochester say that this condition 
obtains to a very considerable extent in 
these cities, and it is probably quite 
general throughout the United States. 

There are at least two other aspects 
of the same problem. Builders with 
expensive houses built but still unsold 
naturally are reluctant to build cheaper 
houses on the adjoining lots still vacant. 
Equally so, local lending institutions 
will often withhold approval of a mort- 


gage on a $3,000 house if it is to be built 
near others on which it has $5,000 and 
$6,000 mortgages. Lenders wish, of 
course, to maintain the value of their 
property by keeping less expensive 
houses out of the same communities. 


to low-cost housing is the combination 
in certain communities of local labor 
and material interests for the purpose 
of maintaining high prices in various 
elements of construction. Not infre- 
quently the efforts of these combina- 


Buitper, Director or RESEARCH 


The best known, recent phrase describing Robert 
L. Davison is “spark-plug.” So he was called, along 
with a few others, by the Secretary of Commerce when 
in August Mr. Hopkins selected experts in half a dozen 
fields to join his special staff. 

“IT have been interested in low-cost housing,” Mr. 
Davison tells us, “since 1 was ten,” which must have 
heen about 1900. Before the war he had done special 
work in the subject at Harvard and made a survey of 
industrial housing for the Government. He has been 
engaged in his own and other companies making ready- 
built houses; he has been associate editor of Architectural 
Record; since 1931 he has been director of housing re- 
search for the John B. Pierce Foundation. in this ca- 
pacity he is recognized as an authority on technical de- 
velopments in building materials and methods. 


tions result too in local building 
codes with unnecessarily expen- 
sive requirements. 

There are many points in the 
construction or installation of 
equipment, builders tell me, where 
considerable savings can be made, 
savings which are acceptable to 
some codes and prohibited by 
others. In some codes there appear 
clauses which permit an appeal, 
but after attempts at obtaining 
special rulings most builders have 
concluded, and probably rightly, 
that it is cheaper to use the more 
expensive construction than to 
spend time and money seeking a 
special ruling. 

Such are the possibilities of 
building houses for the $20 to $30 
rental group by the evolutionary 
approach, by effecting a number 
of economies through standardiza- 
tion of materials but without mak- 
ing any radical innovations. Be- 
yond question such houses can be 
built to sell at a profit in some 
communities. In others there are 
still local problems to be solved 
and obstacles to be cleared away. 


A further obstacle is the prevalence 
of guess-timating costs in residential 
construction. To get a really sound 
minimum cost estimate on the five- 
room ahd garage house requires one or 
two weeks of intensive work. Either a 
huilder must have some expert assist 
him or he must learn what his cost is 
through experience, which may cost 
him dearly if his price is too low or 
prevent construction of houses if his 
price is too high. To be sure, this 
barrier is not insurmountable for the 
builder who plans to build many houses 
similar in design, for he can spread his 
estimating cost over several units. 

Perhaps one of the greatest obstacles 


But even if we do succeed in 
building houses for the $20-$30 rent- 
al group, we can hope, remember, for 
no more than $1,643,000,000 annual 
volume of residential construction— 
and that, only if we meet the current 
market and half of the shortages in 
each of two years. 

To reach the real mass market, to 
attain an annual volume of $3,137,000,- 
ooo in residential construction, is a 
problem quite different from attempts 
to reach the $20-$30 rent group. It will 
require radical measures. As I sug- 
gested in a magazine article more than 
ten years ago: 

“Ture is now financially 
impossible for the average man to buy, 


' 
| 
j 
i 


To the standard two-story shell (opposite page) can be added 
many types of exterior treatment to satisfy whims and caprices of 
individualistic home builders—thus it is possible to have savings 
from basic uniformity and latitude for self-expression; one self 


i expressed himself (above) by turning the garage east and west. Another faced his garage north and south, topped it with a porch, 


and turned the front door and roof around 90 degrees (below). 


Had he wished, he might have built no pitched roof at all, but 
instead might have left it flat after the manner of some Co- 
lonial Spanish homes in movieland’s suburb, Beverly Hills. 
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build, or rent a new 
four-room apartment or 
house.” 

Herbert Hoover, then 
president, proposed: 

“Tue SOLUTION—It 
probably lies in some 
radical departure in 
house construction and 
economics, as it does not 


resin finishes, and pos- 
sibly a pure zinc coating 
of a new type now under 


development. There is 
also a new type of ex- 
panded transite devel- 
oped by Johns-Manville 
which offers great pos- 
sibilities for use in a con- 
struction method such as 


appear to us that we are 


this. Considerable work, 
too, has been done by the 


likely to have such rela- 
tive readjustment as will 
correct this situation.” 

Houses have been built and sold for 
less than $2,000, but the problem is to 
develop a technic whereby this can be 
done on a sufficiently profitable basis 
to create a large volume of construction. 
These dwellings must have sufficient 
quality to obtain consumer acceptance 
and to warrant long-term financing. 
In my opinion this can only be done 
through research, both pure research 
and applied research. 


Refinement 


Over a period of years conventional 
construction has been brought to an 
almost irreducible minimum beyond 
which the efficiency, stability, and quali- 
ty of the structure is jeopardized. For 
example, the thickness of brick walls 
has been reduced to a point where it is 
now frequently necessary to apply 
waterproofing to the inner side to pre- 
vent leaks. Its insulating quality can 
only be improved appreciably by the 
addition of insulating material, which 
means added cost. 

If we were to use the research ap- 
proach, we would set up the essential 
qualities which we desire in an ex- 
terior wall and then try to find ma- 
terials and construction methods which 
would give us these qualities. 

Physically, the essential qualities in 
an exterior wall are waterproofing and 
some degree of thermal insulation. It 
is not essential that the wall carry the 
floor or roof load. It is probably not 
even desirable, for it has generally been 
found more economical to use columns 
than a loadbearing wall. The wall 


From this National Small Homes Demonstration shell architects and 
builders can develop many different finished houses (opposite page). 


should have sufficient strength, how- 
ever, to resist probable wind and impact 
loads. In the case of a brick bearing 
wall, we have a supporting wall plus 
waterproofing plus insulation. We can 
reduce cost by supporting our water- 
proofing and insulation by columns in- 
stead of by continuous bearing wall. 
In other words, instead of having a 
supporting wall which we waterproof 
and insulate, have an insulating ma- 
terial which we waterproof and sup- 
port. 

Asbestos encased insulation board, 
for example, might serve this purpose. 
It has been used for exterior walls for a 
number of years with general success, 
but there have been instances of failure 
owing to delamination. Before it 
would be safe to use this material, it 
would be essential either to waterproof 
the asbestos board face completely, or 
to use a waterproof glue in the applica- 
tion of the face to the insulating board; 
also to seal the edges thoroughly with 
some waterproof compound of a per- 
manent nature, possibly something 
similar to phenol formaldehyde resin. 


Alternatives 


Asbestos simply serves as an illustra- 
tion. Mention of it does not imply that 
this is the only material which might 
be used for such a curtain wall. It is 
quite possible that insulation material 
might be encased in metal either of a 
non-rusting type or with some one of 
the new finishes which will effectively 
protect it against rusting. In this class 
would be the various enamels, new 
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Homasote Company in 
the development of a 
new fire-resistant insulation board 
which might be used for such a wall. 

Study of the housing market seems 
clearly to indicate that the home build- 
ing industry will remain on the sick-list 
until it can supply attractive, salable 
dwellings at low cost. It may be that 
it can attain some measure of recovery 
through an evolutionary approach, 
skimming the cream of the mass-mar- 
ket with $2,000 to $3,000 houses made 
by somewhat improved but still tra- 
ditional methods. But I do not believe 
that we will get full recovery in the in- 
dustry until we develop a radically new 
type of low-cost housing, through cen- 
tralized, impartial, and amply financed 
research. An organization for this pur- 
pose might follow the research set-up 
of the National Advisory Committee 
on Aeronautics, with equal representa- 
tion from Government, industry, and 
the professions. Such an organization 
would be able within eighteen months 
to show a reduction in the cost of multi- 
family dwelling construction of from 
25 to 50 per cent. 

Much research has been done by vari- 
ous organizations and industries, but 
there is a need for a central, disinter- 
ested, co-ordinating body to combine 
their materials and methods in a single 
building and thus demonstrate what 
kind of synthesis is practical from both 
an engineering and an economic stand- 
point. For there to be no real, amply- 
financed, fundamental, disinterested re- 
search when billions of dollars are being 
spent on housing is surely extravagant 
economy. 
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STATE BOUNDARIES 


BECOME CHINESE WALLS? 


EWING GALLOWAY 


WITH THE GROWTH OF MOTOR TRUCKING HAVE COME MORE AND MORE 
BARRIERS TO INTERSTATE COMMERCE. WILL THEY INCREASE? 


GEORGE R. TAYLOR 
Professor of Economics, 
Amherst College 


HE American public gives surpris- 

ingly little attention to the hun- 
dreds of laws annually placed on the 
statute books of the 48 States. True, 
some amused notice may be taken of 
the Wisconsin requirement that pie 
served in restaurants must be accom- 
panied by a square of native cheese. 
Or possibly apocryphal stories may be 
heard of one State which fixed by law 
the length of sheets on hotel beds, or 
of another State which passed a law 
providing that when both a railroad 
train and an automobile approach a 
highway-railroad intersection both 
should stop and neither proceed until 
the other passed. 


Recently, however, some serious pub- 
lic attention has been directed to the 
increasing number of State laws which 
raise barriers to interstate commerce. 
The publication in 1937 of the pioneer 
study “State and Local Barriers to 
Interstate Commerce in the United 
States,” by F. E. Melder, and in 1939 
of the United States Bureau of Agri- 
cultural Economics report “Barriers to 
Internal Trade in Farm Problems” has 
demonstrated the existence of a serious 
threat to one of our country’s greatest 
economic assets—our national free 
trade market area. These studies show 
that directly and indirectly many State 
laws have begun seriously to interfere 
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with the free interstate movement of 
many of our major products. 

You are, let us say, a producer or 
distributor in the American market. 
Although an American citizen, you 
soon find that State boundaries are 
something more than imaginary lines. 
Here are just a few of the difficulties 
you may encounter. You cannot ship 
the highest quality of fresh eggs into 
Rhode Island with the assurance that 
you will get top prices because the most 
desirable designation in that market, 
“Rhode Island Specials,” is reserved for 
Rhode Island producers. You won't 
try to sell Ohio milk or cream, even if 
produced under the most sanitary con- 
ditions, in New York City; you can’t 
get the necessary inspection certificate 
from the public health authorities if 
you live west of the New York State 
line. Probably you won’t find it worth 
your while to ship Wisconsin con- 
densed milk into Pennsylvania (if the 
law is being enforced) for in order to 
do so you will have to pay the expenses 
of Pennsylvania officials while they in- 
spect dairy farms in Wisconsin. 

Certainly you won't go into the busi- 
ness of selling margarine in the State 
of Wisconsin, because in addition to 
high license fees you will have to 
pay a sales tax of 15 cents a pound. 
Would you be interested in shipping 
nursery stock into almost any State in 
Be sure you have the 
proper State licenses even if you con- 
template but a single shipment. Also 
be on the look-out for elaborate quaran- 
tine regulations which are seldom iden- 
tical in any two States. Perhaps you 
would like to send Louisiana straw- 
berries to California in the boxes ordi- 
narily used in Louisiana. You won't 
get very far; California has super-high 
standards on out-of-State berry boxes. 

Don’t try to sell out-of-State lettuce 
or other farm produce, except Massa- 
chusetts onions, in the farmers’ market 
at Hartford, Conn. It’s forbidden. 
You may wish to ship wine out of 
California, but be careful how and 
where you send it. Don’t ship by tank 
car (the usual method) into Ohio. It’s 
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illegal. You may decide to ship wine 
into Arkansas, but you must be pre- 
pared to pay a tax goo per cent higher 
than that charged on wine from Arkan- 
sas grapes sold at local wineries. Don’t 
go into the trucking business or ship 
by truck unless you're prepared for 
such difficulties as (1) payment of the 
annual license fee even for a single trip 
into Wyoming, (2) having to unload 
at the nearest railroad station in Texas, 
or (3) getting fined in Kentucky for 
driving a truck which is too long for 
Kentucky roads but legal in 47 other 
States. Finally if you want to teach 
first grade children in Connecticut it 
will help you to get a position in many 
localities if you establish your citizen- 
ship in the Nutmeg State before you 
apply for a job, or if you want to sell 
milk to State institutions in Massachu- 
setts be sure to produce said milk in 
said State. 

What has been happening in Ameri- 
ca? How shall we explain this bumper 
crop of State-line “don'ts” and “better 
nots”? Many factors are involved, but 
two appear predominant: first, the 
struggle to hold existing markets in an 
economy which has ceased its rapid 
expansion and, second, the disruptive 
effect of the motor truck on established 
market structures 


Slowing Down 


Especially since the World War busi- 
ness in this country has felt the effects 
of the slowing down of market growth. 
The exploitation of new markets 
abroad, despite the mushroom increase 
of foreign loans during the decade of 
the Twenties, is not what it was during 
the great period of the Nineteenth Cen- 
tury, when Western civilization was 
“modernizing” the world. At home 
our frontier, from an expanding mar- 
ket eagerly absorbing capital and labor, 
has become in some places the dust 
bowl, in others a depressed agricultural 
area. Even more important, our rate 
of population growth has steadily de- 
clined in recent decades. The effect of 
these changes, partially obscured by the 
postwar boom of New Era days, have 


State quarantine laws, which subject tourtsts 
to a search for fruit and shrubs, are sup- 
posed to have a sound biological basts. 


been all the more evident in the slack 


years since 1929. 

Probably no group has been more 
active in the struggle to preserve its 
markets than the dairymen. The 
efforts of butter producers have long 
been directed toward restricting the 
sale of margarine, a wholesome product 
customarily used as a butter substitute 
and made largely from the oils of such 
products as cottonseed, peanuts, and 
coconuts. Before 1929 dairymen did not 
succeed in getting the States to adopt 
legislation which was effective in seri- 
ously curbing margarine sales. During 
the present decade, however, their lob- 
bies have persuaded State legislatures 
to pass drastically restrictive legislation 
in a number of important dairying 
States. Through the establishment of 
high license fees for margarine distribu- 
tors and the imposition of sales taxes 
on margarine of from 5 to 15 cents 
a pound, they have greatly reduced 
margarine sales in important dairy 
States. The 15 cent tax levied in Wash- 
ington and Wisconsin has resulted in 
virtually banning margarine from the 
markets of these States. 

But if Northern dairymen were pro- 
tected from the competition of South- 
ern oils why should not markets for 
other Northern products be similarly 
protected? As a constituent of salad 
oils and as an ingredient for cooking 
compounds, cottonseed oil competes 
with corn oil and lard. So there is a 
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tendency to extend the coverage of these 
non-revenue-producing taxes. South 
Dakota adopted a law in 1931 placing 
a5 cents a pound levy on vegetable oils 
and vegetable cooking compounds ex- 
cept those made from corn oil. Al- 
though this law was later repealed, 
strong pressure for similar legislation 
has persisted in leading dairy States. 
Iowa has seriously considered a tax on 
all lard substitutes, and the session of 
the Wisconsin Senate this year had 
before it a bill proposing to extend the 
margarine tax to “cottonseed oil and 
other similar lard substitutes.” 


Two-Rate Tax 


Grape and wine producers have 
sought to retain their local markets by 
a different legislative device. Thus in 
half a dozen States wine from “domes- 
tic” grapes is taxed at a lower rate than 
that from grapes grown outside the 
State. Similarly, leading barley States 
have made sure that barley shall not be 
replaced by rice in the production of 
beer. They stipulate that all beer manu- 
factured in the State shall be made from 
6624 per cent barley malt. 

Of the weapons at hand by which 
local producers may monopolize State 
markets, none is more effective than 
the plant or animal quarantine. Offici- 
ally, quarantines are supposed to have 
a sound biological basis. Actually, some 
do and some do not. One does not 
have to look far in the trade papers or 
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Arrested Chicago trucker of Wisconsin cab- 
bages pays Tennessee $22 on charge that 
outsiders do not pay usual local license fees. 


even in the records of the plant or live 
stock associations to discover that not 
infrequently guarantines are motivated 
more by economic interests than by 
sound biological objectives, Louisiana 
has given official recognition to this 
state of affairs in her law of 1938 which 
places the same quarantine restrictions 
on other States which they place upon 
her. 

All of the methods by which pro- 
ducers seek to protect their in-State 
markets cannot be illustrated-here, but 
Wwe may notice a sweeping Georgia law 
of 1935 which authorizes the State 
Commissioner of Agriculture to place 
an embargo on out-of-State fruits and 
vegetables when local supplies are 
“ample.” It seems impossible that this 
Jaw can stand up under court test, but 
we have here the logical development 
of the present tendency of producers 
10 build Chinese Walls around their 


markets. 


Main Cause 


More than any other single instru- 
mentality the motor truck has caused 
market changes which have promoted 
trade barriers. Truck transportation 
combined with modern improvements 
in refrigeration have greatly widened 
the area from which metropolitan areas 
draw milk and cream supplies. This 
extension of the milk-shed threatens 
the established markets of nearby pro- 
ducers. The result is tremendous pres- 
sure to stop, or at least restrict, out-of- 
State imports. Practically every Atlan- 
tic Coast State from Massachusetts to 
Maryland gives informal but none the 
less effective protection to local dairy- 
men. Chiefly this is done through 
licensing and dairy farm inspection 
laws. State inspectors develop a pe- 


culiar aversion to crossing the State 


boundary for the purpose of making 
out-of-State inspections. Especially at 


seasons when Socal production 
peak they are stricken with a sudden 
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State-line phobia which prevents their 
leaving the State on licensing or in- 
spection tours. 

Other sanctions, also, are available to 
hold the out-of-State producer in check. 
Thus Rhode Island requires that out- 
of-State milk must be shipped directly 
into Rhode Island from the farm where 
it is produced. This in itself precludes 
large shipments from any appreciable 
distance. Even more effective are the 
informal pressures which in many 
States are brought to bear upon dis- 
tributors. Distributors are required by 
law to conform to a host of detailed 
regulations, many of which are in the 
nature of ideal requirements rather 
than actually enforced regulations. As 
a result, the distributor who purchases 
out-of-State milk must watch his step. 
Let him increase his purchases over the 


State-line and the Department of 


Health or the Milk Contro) Board may 


promptly bring him to book for the 
violation of regulations which rarely 
are rigorously enforced. 

The truck has challenged established 
markets in another important field. It 
has revived an old American institu- 
tion, the itinerant merchant. As the 
automobile has brought back to life the 
inn and the road house, so the truck 
has rescued from oblivion the travelling 
merchant. Like the sailing ship cap- 
tain of Colonial days, the merchant- 
trucker buys goods wherever they are 


plentiful and sells where they are scarce. 


But in doing this he upsets established 


institutions. He short cuts—often very 
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successfully—the wholesaler, the job- 
ber, and to some extent even the re- 
tailer, In parts of the Middle West the 
local cattle buyer who purchases cattle 
from nearby farmers and ships them by 
rail from the small town railroad sta- 
tion has been largely replaced by the 
merchant trucker who buys at the farm 
and transports the cattle directly by 
truck to primary centers often from 200 
to 400 miles distant. 

A similar development is taking place 
in the marketing of fresh fruit and 
vegetables. Florida oranges or Georgia 
melons which formerly moved by rail 
to wholesale dealers in Washington, 
D. C., and Baltimore, are now carried 
toa large extent by merchant truckers 
to these same markets and sold directly 


to retailers and in some cases even to 
the ultimate consumer. 


Obstacles Sought 


It is hardly surprising that obstacles 
to such new ways of doing business are 
sought by established wholesalers and 
hard-pressed railroads, or that State-line 


barriers should be utilized in the search 


for effective weapons. Of restrictions 
on trucks of the itinerant merchant 


there is almost no Jimit. But he also can 
be and is discouraged by two favorite 
methods. Most effective is the high 
license fee which in at least one State 
is higher for the out-of-State trucker 


than for the local one. In some States 
(e.g., West Virginia) he must pay a 


license fee in each county in which he 


does business. In addition he may be 
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subjected to many other requirements 

such as posting bonds, proving good 

moral character, and so on. Finally, 

having complied with all these require- 

ments, he may very well find his chief 

ie outlet, the farmers’ market, absolutely 

closed to him, either because he has not 

himself grown the products which he 

offers for sale (e.g., New Orleans), or 

because sale of out-of-State products is 
prohibited (e.g., Hartford, Conn.). 

For any kind of truck transportation 

State lines are frequently effective bar- 

riers. Lack of State reciprocity laws 

and the imposing of high registration 

fees may make interstate trips prohibi- 

tively expensive. Add to this varying 

State standards as to permitted dimen- 

sions and net weights of trucks, and the 


result is that in at least some parts of 
the country interstate truck transporta- 
tion is greatly restricted. The railroads 
and established middlemen usually 
favor such restrictions. Producers and 
trucking interests usually are in oppo- 


Rival Interests 


One example will illustrate the strug- 
gle between these rival interests. In 
1933 South Carolina enacted a law 
which, among other drastic restrictions 
on motor transportation, limited the 
width of trucks to 90 inches, 6 inches 
less than that common in other States. 
The enforcement of this Jaw would 
have wiped out most long-distance 
trucking. The law was no sooner 
signed by the Governor than the legis- 
lature, seeing new light, repealed the 
law. The Governor vetoed the repeal. 
Trucking interests fought the law in 
the lower Federal court, where it was 
found unconstitutional. The State, 
aided by the railroads, carried the fight 
to the United States Supreme Court, 
where, early in 1938, the decision of 
the lower court was reversed and the 
law declared constitutional. Almost 
immediately the State legislature of 
South Carolina repealed the act and 
the Governor gave his approval. 


The argument exists, of course, that 


after all preservation of markets is not 


the real motive for these State-line bar- 
riers, but the incidental result of the 
need of the States to raise revenue, to 
protect public health, and to establish 
uniform weights and measures. There 
is enough in this position to give it some 
plausibility. But the fact is that State 
laws designed to secure safety, sanitary 
conditions, or revenue could be so 
drawn as to raise few if any serious 
interstate problems. Typically they are 
not drawn that way; nor is it intended 
that they should be. 

If the State of Massachusetts must, in 
the interest of public health, require 
outof-State farm inspection by its own 
inspectors in order to protect the Massa- 
chusetts public against contaminated 
milk, why should it not have the same 
standards for cream? If the State of 
Washington margarine tax of 15 cents 
a pound is really for purposes of raising 
money, why did not the State repeal 
the tax when it immediately became 
apparent that the new tax brought in 
practically no income? 

If Arkansas truck licenses are levied 
for the purpose of raising revenue, why 


does this State require out-ot-State 


trucks to secure Arkansas plates when 
crossing the State line unless they are 
entering the State empty with the pur- 
pose of leaving with Arkansas prod- 
uce? And if Texas roads and bridges 
are so constructed that they will not 
permit truck loads of more than 7,000 
pounds, why do they permit net loads 
of twice that weight to move to the 
nearest railroad station? Finally, why 
does a State already thoroughly infested 
with the alfalfa weevil erect an alfalfa 
weevil quarantine against an adjoining 
and similarly infested State? 


The Future 


What of the future? Are there no 
forces to keep the trade-barrier mave- 


ment from growing until we have 48 
self-supporting States instead of one 
great national market? Fortunately 
such forces do exist, and there is at Jeast 
some hope that they may prove -suf- 
ficiently strong to reverse the trend 
toward State autarchy. The Federal 
courts are one bulwark. For example, 
when Minnesota legislated that all meat 


sold within the State must be subjected 


to inspection by Minnesota inspectors 


EWING GALLOWAY 


When most milk found its way to market by slow cart and unrefrigerated train, fear 


of out-of-State competition was scant, protective legislation equally ummportant, 
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within 24 hours after the animals were 
slaughtered and when New Hampshire 


said all margarine must be colored 
pink, the Federal courts declared these 
laws unconstitutional. 

In actual fact, however, the courts 
alone can help but little. If the State 
legislature declares a Jaw is for a par- 
ticular purpose the courts are reluctant 
(especially in cases involving the rev- 
enue powers) to look beyond the pur- 
pose as stated in the law. Thus when 
the legality of the Washington marga- 
rine tax of 15 cents a pound was called 
in question the Supreme Court ac- 
cepted on its face value the statement 
in the act that its purpose was the rais- 
ing of revenue. Often, too, restrictions 
are informal and not easily reached by 
ceurt action. When the City of Balti- 
more limited its milk inspection area 
to a distance of 50 
miles from the city, 
the courts found that 
restriction unconstitu- 
tional. Yet, substan- 
tially the same result 
may be and is secured 
by numerous cities and 
States merely by re- 
fusal of health authori- 
ties to inspect distant 
farms. 

Although the courts 
may be helpful in deal- 
ing with certain obvi- 
ous cases of interference 
with interstate com- 
merce, probably much 
more important is the 
resort by State legisla- 
tures to reprisal or the 
threat of reprisal. Gov- 
ernor Julius P. Heil re- 
ports that manufac- 
turers in Wisconsin 
have lost millions of 
dollars in sales because 
of resentment over the 
Wisconsin margarine 
law in Southern States. 
He is receiving strong 


his drive to repeal the tax. A number 
of Eastern States have seriously consid- 
ered the adoption of the port-of-entry 
system for dealing at the State-line with 
out-of-State motor trucks, but have 
been dissuaded from passing such laws 
by threats of similar action by neigh- 
boring States. 

Recently the legislature of the State 
of Massachusetts had before it a bill 
providing that Massachusetts State in- 
stitutions should purchase aj) cream 
supplies solely from Massachusetts pro- 
ducers. No great opposition appeared 
to this bill in the Massachusetts legis- 
lature until the State of Vermont threat- 
ened to retaliate by boycotting Massa- 
chusetts road building machinery. The 
mere threat of such action appears to 
have been sufficient to kill the bill. Of 
course there is always the possibility 


that retaliatory legislation may lead to 
a further increase in legislation restric- 
tive on interstate trade. This is exactly 
what happened for several years in beer 
and wine legislation, but the present 
trend is apparently toward the removal 
of barriers in this field. Certainly States 
must go very slowly in actually passing 
retaliatory laws, for there is always the 
possibility that, as with international 
tariffs, retaliation may lead to further 
retaliation and the result may be a 
general increase in trade restrictions. 
Finally, some help may be expected 
from an increasing popular awareness 
of the problem. Once there is intelli- 
gent awareness of the threat which 
exists to our national markets effective 
pressures may be built up against such 
laws. Already popular attention is be- 
ginning to focus on the issue. Bills 
have been introduced 
in both houses of Con- 
gress for an investiga- 
tion of the problem. 
The Council of State 
Governments devoted 
its session last Spring to 
a study of State trade 
barriers and passed a 
resolution deploring 
their growth. The As- 
sociation of the South- 
ern State Commission- 
ers of Agriculture has 
adopted a resolution 
condemning State in- 
terference with inter- 
state trade, and the 
New England Council 
has made a study of 
the subject a part of its 
current program. 
Here appears the 
most hopeful ray of 
light in a dark picture. 
For if the present tend- 
ency toward Balkani- 
zation of the United 
States is to be stopped 
an essential early step 
is the development of 
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backing from Wiscon- 
sin manufacturers in 


With swift motor trucking and improvements in carrier refrigeration the 
established markets of nearby producers have been threatened. Probably no 
group has been more active in protective efforts than organized dairymen. 


[ 16 | 


public awareness of the 
problem. 
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What sort of letter comes from your office to 
answer youngster's scrawl or houseurfe's script when 


on the surface there seems no chance of a sale? 


Does it offend or befriend? 


Or don't you care’ 
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THE CARDINAL QUALITIES 
of a GOOD BUSINESS LETTER 


ARTHUR H. LITTLE 


NCE upon a time years ago a boy 
sat down and, with an eager fist, 
wrote a letter. 

The boy loved automobiles. Most of 
the makes he knew on sight. Many of 
them he knew by ear, and some of 
them by smell. To the president of the 
company that made a car he greatly 
admired—we can call it the Axelson— 
the boy wrote: 


Dear Sir: 

Will you please send me a catalogue 
of your models? 

I shall thank you very much. 


The catalogue came. With it came 
a letter whose words and whose spirit 
burned themselves deep into that boy’s 
memory. The letter read: 


Dear Sir: 


I am sending you the catalogue you 
requested. I hope you intend to buy. If 
you don’t, please don’t take my time from 
the man who does. 


Of course, the boy didn’t buy a car. 
But his father did. His father bought, 
not an Axelson, but a White. 

The boy grew older. In time, he 


bought cars of his own. But he never 


bought an Axelson, and for two rea- 
sons: with an abiding hatred he hated 
Axelson and all his works; and before 
the boy was old enough to buy a car, 
Axelson had gone bankrupt. 

Since those benighted days, of course, 
business management pretty generally 
has learned Lesson Number One in the 
Book of Public Relations. The lesson 
reads: Never offend! Lesson Two ad- 
monishes: In every contact between 
your business and the outside world, 
try to win friendship. Because friend- 
ship speaks simply, it would take much 


\ 
\ 

[17] 


| 
| 
| 


thought to think of a better reason 
for stripping business letters of mean- 
ingless verbiage and framing their 
thoughts in language simple and 
straightforward and sincere. 

Now, of course, the company presi- 
dent who rapped a boy’s knuckles for 
asking for a catalogue sincerely believed 
that he—the preside nt—was dispos- 
ing of a nuisance. Only with extreme 
difficulty could anyone have convinced 
him—the president—that he had of- 
fended against propriety. Yet it is with 
propriety, in this narrower sense and in 
a broader one, that English composi- 
tion, whether it compose a business let- 
ter, or a sonnet, or a novel, or a lyric 
poem, must seriously concern itself. 

The principle runs back. It was 
known to Cicero. Of the technique of 
eloquence, the orator who with words 
alone vanquished Cataline said this: 
“Whatever his theme, he [the orator | 
will speak as becomes it; neither mea- 
gerly where it is copious, nor meanly 
where it is ample, not in this way 
where it demands that; but keeping 
his speech level with the actual subject 
and adequate to it.” 

On the score of propriety in this 
sense, in one of Jowett’s “Introductions” 
to Plato, you'll find a sentence that 
seldom has been surpassed as a defini- 
tion of capable style: 

“The perfection of style is variety 
in unity, freedom, ease, clearness, the 
power of saying anything and striking 
any note in the scale of human feelings 
without impropriety.” 

If, then, a decent regard for propri- 
ety, for appropriateness, for adapting 
manner to matter, lies so close to the 
heart of effective expression, why need 
business correspondence, which con- 
cerns itself mainly with relationships 
and circumstances relatively simple, 
take on the trappings and at times the 
turgidity of international diplomacy? 

A customer writes to say that a pump 
he bought from us isn’t pumping. Do 
we assure him that we're sorry and that 
we'll move heaven and earth to make 
sure that his pump does pump? We 
do. But sometimes we labor in the 


process and bring forth language that, 
so we hope, will overwhelm him, not 
with our personal interest in his non- 
pumping pump, but with our position 
in our industry, our reputation, and our 
knowledge of business formalities. 

Perhaps this is the first of our pumps 
this customer ever has owned. Per- 
haps it’s his first pump of any kind. 
With perfect propriety, he regards that 
pump as one of the major facts in his 
life; and of its failure he feels as if the 
sun of his cosmos had been quenched. 
And too often we, when we answer 
his letter, set out to floor him in our 
opening paragraph with the casual re- 
mark that, of pumps like his, we’ve 
built millions, and that seldom has one 
of our pumps, through any fault of its 
own, failed in service. Seldom, he 
thinks as he reads our letter, is often 
enough for him. But, we go on, if he 
can prove that his pump actually is de- 
fective— Prove it?, he thinks. Look 
at the infernal thing!—why then we 
shall repair the same or replace it, de- 
pending upon which course of action 
we deem equitable in the circumstan- 
ces and, awaiting his further favor, we 
remain sincerely his. 

Whereupon, swearing fervently, he 
drafts his further favor and, awaiting 
our further favor, joins a consumers’ 
union. 


Three Others 


Lecturing at the University of Cam- 
bridge, the brilliant Sir Arthur Quiller- 
Couch placed propriety first of four 


- cardinal qualities of workmanlike writ- 


ing. His three others were perspicuity, 
accuracy, and _persuasiveness. 

Of perspicuity, Sir Arthur said: “I 
shall waste no words on the need of 
this: since the first aim of speech is to 
be understood. The more clearly you 
write the more easily and surely you 
will be understood. ' I propose to dem- 
onstrate to you further that the more 
clearly you write the more clearly you 
will understand yourself.” 

With profit to his listeners, the visit- 
ing King Edward Professor of English 
Literature might have devoted to this 
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point a great deal of time. For, al- 
though he kept his promise to prove 
that clarity in writing demands clarity 
in the writer’s mind, his scholarly as- 
sumption of a parity of understanding 
among his listeners permitted him to 
under-emphasize this fact: 

Unless, as he writes, a writer knows 
precisely what it is that he’s trying to 
say, nobody else ever will find it out! 

The letter writer who, before he dic- 
tates a word of a sentence or phrase or 
clause, asks himself, “Just what zs this 
thought of mine?” and who then an- 
swers honestly his own question will 
avoid, nearly always, the kind of mis- 
expression that rolls upon itself and 
entangles its own ends—and befuddles 
its recipient. 

The letter writer who asks himself, 
“Do I know what I’m trying to con- 
vey?” will avoid involved construc- 
tions; for if, at first glance, a thought 
appears involved, he will approach 
it more closely and peer at it more in- 
tently. And if still it appears involved, 
or massive, or too heavy to be lifted 
from his mind to the page, he will 
command himself: “Break it up! Cut 
it down to your size and then deliver 
it, not in a mass, but piecemeal—not 
in one sentence, but, if need be, in a 
dozen sentences.” 

Right often, a business circumstance 
presents two or more alternative 
“propositions,” two or more alternative 
courses of action. These courses and 
their consequences a letter writer un- 
dertakes to map out and explain. 

Shall he roll them into a wad? If 
he aims at his recipient’s bewilderment, 
he surely will. On the other hand, if 
he hopes to enlighten, he will stand off 
from his problem and squint his men- 
tal gaze as a painter squints his eyes 
to heighten outlines and highlights and 
shadows; and he will see his problem, 
say, as a tree. 

Now, as he dictates, he will explain 
in his opening that here is something 
that ramifies in the directions of A, B, 
C, D, and E. Thus he blocks in the 
bole and the trunk. And now, at his 
leisure, with his task fully under his 
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command—and to the comfort and 
convenience and understanding of him 
who will read this letter—our letter 
writer traces out to its ultimate tips each 
of the ramifying branches. 


To Be Understood 


Of accuracy, our third cardinal 
quality of effective English, Quiller- 
Couch exclaimed, “Surely, no Cam- 
bridge man would willingly be a sloven 
in speech, written or oral!” Yet as he 
well knew, and as we well know, we 
strive for accuracy in business corre- 
spondence, not because thus we attain 
good form, but because, again, we hope 
to be understood. 

Of course, for every concept we seek 
the right word, if possible the colorful 
word, the lively word, the connotative 
word. But we're safer, generally, if 
the right word turns out to be a little 
word, well known. I recall a letter, a 
paragraph of which kept me puzzled 
for days. My correspondent, essaying 
a fancy step in diction, had dropped 
into his discourse the word mitigate. 
Only with the aid of a brew of induc- 
tion, deduction, and a dash of pho- 
netics, was I able to determine, finally, 
that he meant militate. It did make a 
difference! 

For clarity, for accuracy, we’re urged 
to write simply, to write as we talk. I 
know of no better advice. As we talk, 
so we think; and, conversely, we all 
think in words. 

“Thought and speech,” said Cardinal 
Newman, “are inseparable from each 
other. Matter and expression are parts 
of one; style is a thinking-out into lan- 
guage . . . When we can separate 
light and illumination, life and motion, 
the convex and the concave of a curve, 
then will it be possible for thought 
to tread speech under foot and hope 
to do without it—then will it be con- 
ceivable that the vigorous and fer- 
tile intellect should renounce its own 
double, its instruments of expression 
and the channel of its speculations and 
emotions.” 

Until we do renounce our doubles, 
it seems safe and proper and accurate 


to write as we talk; for as we talk, we 
think, and as we think, we are. If we 
are the kind of men who scold pros- 
pective customers by mail, then so be 
it. We cannot change. Eventually 
our businesses go broke; and that even- 
tuality, if you ask me, appears as one 
of life’s grandest examples of natural, 
automatic justice. 

But if within our souls we harbor a 
reasonable measure of good-will, if we 
aim to please and, by pleasing, win 
friends and patronage for our houses, 
and if we write simply and naturally, 
nor fear, with propriety, to let our 
hearts shine through, then we shall 
write effective letters—letters that 
scarcely can fall short of attaining 
our fourth cardinal quality, which is 
persuasiveness. 

Addressing himself to a considera- 
tion, not of business correspondence, 
but of belles-lettres, Quiller-Couch 
found that persuasiveness “embraces 
the whole—not only the qualities of 
propriety, perspicuity, accuracy, but 
many another, such as harmony, order, 
sublimity, beauty of diction; all, in short 
that—writing being an art, not a 
science, and therefore so personal a 
thing—may be summed up under the 
word charm.” 

And on behalf of charm, even in a 
business letter, there is far more to be 
said than I have room here to say. We 
say of a business executive, “He writes 
a good letter.” If we analyze what he 
writes, we find charm, indeed. Sadly, 
we say of social intercourse, “The art 
of letter-writing as one of the social 
graces died with the Victorians.” 

Yet often a business letter must do 
more than lull its recipient into a fog 
of good feeling. Often a business let- 
ter must sell—sell by persuasion, per- 
haps, but sell. Here, indeed, must we 
enlist logic. Here must we enlist at 
least some understanding of psychol- 
ogy. Here we must arrive at an esti- 
mate of how the recipient thinks or 
feels and of how, by our words, he may 
be induced to think, to feel—to act. 

Here, if we write wisely, we shall 
worry but little about ourselves and our 
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stock of unsold goods and greatly about 
our recipient’s instincts and desires and 
aspirations. 

Here we develop a story, an argu- 
ment; and here, if we expect returns, 
we tell our recipient, fully, what he is 
to do about it. 

Nor do we cease to listen to the 
voice of propriety. Still we adapt man- 
ner to matter—and, incidentally, we 
mind our manners. On the street, it 
is the part of fellowship to shout at an 
endangered pedestrian, “Look out for 
that manhole!” At a formal dinner, 
at least one pair of eyebrows would 
rise very high if you were to roar at 
your hostess, “Madam, unless you do 
something about those blackheads, 
you'll wind up in the gutter!” 

Here, if we think and write wisely, 
we shall write into our letter a quality 
that Quiller-Couch failed to mention— 
the quality of force. 


Living Words 


Force we attain by selecting words 
that move and breathe and feel. By 
preference, we avoid the abstract noun 
and the passive-voice verb. “A word,” 
ruled Justice Holmes, “is the skin of a 
living thought.” And who are we to 
stand in contempt of court? 

Force we further attain by massing 
our sentence-elements, forehandedly, 
to give each word and phrase its best 
chance. In every sentence there are two 
stress-points, the beginning and the 
end; and of the two, the end position, 
mainly because it lingers in the mem- 
ory, is the more important. For the 
end position in every sentence we hold 
in reserve that word or that phrase that 
we aim to drive home. 

The task is done. Our letter lies be- 
fore us. And now one point more. If, 
in the haste of our affairs, we sign our 
missives with what looks like a fore- 
shortened lattice slightly off its base, 
let’s be sure that somewhere on the 
page our name appears in honest, open- 
faced type. For thus, when he answers 
us to say, “I was wrong and you are 
right and I am sold!” we shall save him 
from saluting us: “Dear Mr. Wiggle.” 
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WAR-TIME CASUALTIES 
on THE BUSINESS FRONT 


DOROTHY S. DAVIS 


Research and Statistical Division 
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N THE drama of war-time failures 
the first scene must be laid a few 
years before the outbreak of hostilities 
in July 1914, and the final curtain can- 
not be rung down until some time after 
November 1918. The span of time, in 
all, is thirteen years—from 1g11 through 
1923. During those years the United 
States experienced not only war pros- 
perity with few failures, but post-war 
depression with failures greatly increas- 
ed in numbers. 

Year after year, failures move con- 
trariwise to general business conditions 
and are so sensitive to business changes 
that very little lag is apparent between 
an upturn in business and a decline in 
failures, or a decline in business and an 
increase in failures. This inverse cor- 
relation is apparent (chart I) in the 
years 1911-1923. 


The period immediately preceding 
1914 was one of business uncertainty: 
industrial production was falling; the 
stock market was falling too; prices 
were unsettled. This condition was re- 
flected in the failure record by gradually 
increased numbers of failures during 
1911, 1912, 1913, and into 1914. The 
moderate upward trend was accelerated 
in April 1914, and in each successive 
month during the rest of 1914 the num- 
ber of failures increased rapidly, until 
the peak was reached in January 1915. 
The actual declaration of war in July 
1914 had no apparent effect upon the 
tempo of the upward movement, the 
momentum of which carried failures 
up for six months after war had begun. 

The direct relation between increased 
orders and solvency then took hold; 
failures turned downward and steadily 


diminished in number throughout the 
“war prosperity” until the beginning 
of 1920. 

During the period of rapidly declin- 
ing failures between 1915 and 1920 the 


United States entered the war. This 
action in April 1917 was followed im- 
mediately by a sharp but not excessive 
rise in failures. A bulge on the smooth 
downward course of failures appears in 
the charted record from then until the 
Armistice was signed in November 
1918. 

February 1920 was another turning 
point in the course of commercial and 
industrial failures, and during the post- 
war depression period failures, with the 
exception of an erratic movement early 
in 1921, rose steadily for two years, 
reaching another peak in 1922. 

During the war-prosperity period 
failures were fewer in number, in com- 
parison with the number of firms in 
business, than at any other period in 
our history. The failure curve swung 
much lower than the upward course of 
business activity alone would seem to 
warrant. The prosperity was character- 
ized not only by high rates of produc- 
tion, but especially by high wages, 
which increased the buying power of 
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the public to a point where it could 
better sustain the distribution structure. 

Forces in operation in the entire pe- 
riod acted with remarkable uniformity 
on both manufacturing and trading 
concerns, (chart II), although trading 
failures were the more flexible and both 
rose and fell a bit more sharply than 
manufacturing failures. 

The secondary set of lines in chart 
II shows the trend of large failures— 
those with liabilities in excess of $100,- 
ooo—in each group. Whether or not 
large concerns picked up the war busi- 
ness first, by 1915 they were experienc- 
ing fewer failures at a time when fail- 
ures among smaller concerns were still 
on the increase. Through 1916 the de- 
crease in large failures was rapid, but 
by 1917 the results of overexpansion ap- 
peared and the rapid decline in big 
failures was halted. When the turn 
came in 1920 the weak among the large 
were the more rapidly weeded out. 

Not only is there a marked relation- 
ship between business activity and fail- 
ures, but there is an equally logical re- 
lationship between prices and solvency. 
Inventory profits on rising prices can 
forestall failure; inventory losses on 
falling prices can hasten it. 

The initial impact of the war, as the 
Commodity Year Book, 1939 reported, 
was to drive a wedge into the general 
commodity price level and to force cer- 
tain commodities sharply upward and 
others sharply down. The net result 
was no change through 1914 and much 
of 1915 in the general level of prices 
which had prevailed in the years im- 
mediately preceding the war. In 1915 
the prices of many commodities which 
at first had dropped started up, and the 
1916 average was considerably higher. 
This point corresponds with the down- 
turn of failures. 

With the entrance of the United 
States into the war came sharp price 
rises, which in turn led shortly to 
government control. During the period 
of price control, in the latter part of 1917 
and in 1918, failures—though still 
continuing their downward trend— 
were somewhat out of line with the 
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general long term descent (chart 1). 
They continued to seek slightly lower 
levels during the period of price specu- 
lation in 1919, but the rate of decline 
had slackened considerably and the de- 
gree of reaction to price changes became 
less apparent. It may be significant that 
the rise in the number of failures start- 
ing in February 1920 preceded by at 
least three months the beginning of the 
drastic fall in prices beginning in May. 

Manufacturers of iron and steel prod- 
ucts and machinery were among the 
first to feel the effects of increased war 
business, and failures in these lines 
showed no increase in 1914 and 1915. 
Increased failures, however, were re- 
ported in 1917, and from that time on 
the general level of failures of such con- 
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cerns was higher than the average. 
Textile and knit goods failures also 
showed no rise in 1914 and 1915, and 
the rate of decline to 1919 was very 
sharp. Failures of milling and baking 
concerns, on the other hand, rose sharp- 
ly in the first years of the war, were 
frequent during the entire period. 

Professional and amateur crystal 
gazers without number have been 
forced to recognize that history seldom 
repeats itself. Yet all of us, groping for 
relief from complete uncertainty, re- 
turn again and again to records of that 
which has been. As we regard all re- 
corded history, so it is that we may look 
upon the record of industrial and com- 
mercial failures—with caution, but 
with hopeful scrutiny. 
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THE CHAINS ADJUST THEMSELVES 
to STATE TAXATION 


REINHOLD P. WOLFF 


HELP the small merchant, 25 
States have laid punitive taxes on 
chain stores." While the origins of such 
discriminatory tax legislation may be 
traced back as far as 1925, it is in very 
recent years that the movement has 
gained most of its strength. States 
which have not yet enacted laws are 
considering such measures, and a bill 
sponsored by Congressman Patman 
proposes to lay a high excise tax on 
national chains. 

Of all recent laws which interfere 
with the retail business, the chain tax 
measures are taken most seriously. 
They have caused far-reaching changes 
in the marketing structure of American 
business, and despite recent setbacks 
they probably will continue to hold 
manufacturers’ and distributors’ atten- 
tion. In that they strike at the very 
structure of the chain as an institution, 
they are basically different from such 
laws as the Robinson-Patman and Mil- 
ler-Tydings Acts, which were only de- 
vised to eliminate supposed functional 
abuses. 

No clear pattern can be perceived in 
the effects of chain taxes on our sys- 
tem of distribution. They appear to be 
rather haphazard. The effects on food 
stores or gasoline stations are as dif- 
ferent as the two kinds of stores. While 
certain types of chains have 
taken heavy punishment, 
others have hardly been 
scratched. Like all laws which 
lay down streamlined rules for 
the conduct of business, anti- 
chain acts have the weakness 
of operating discriminatorily. 


Though they are neighbors on Main 
Street, chain stores pay special taxes, 
independent shops do not, in 20 States. 


If applied to varied conditions the uni- 
form rules go astray, and the analyst is 
at a loss to know how to assemble the 
fragmentary results into a bundle oi 
generalizing statements. 

One effect of chain store legislation 
stands out before others. It has gener- 
ated a tax scare which has influenced 
chain merchandising to a larger extent 
than the actual tax burden. Although 
very few marketing trends can be 
directly and solely traced to chain taxa- 
tion, indirect effects are quite apparent, 


especially in the food field. 
The Chains Act 


Very early the chains realized the 
danger of the approaching flood of 
chain taxes. Their policy was to build 
dams against this rising tide in such 
forms as reduction in number of units, 
departmentalization, and self service. 
Though the floods did not break in 
with the anticipated force, the dams 
stand and have served to strengthen 
the chains for possible future shocks. 

A puzzling variety of anti-chain bills 
and acts, discriminatory license fees, 
sales taxes, and other measures have 
been promoted by independent dealer 


1 At present, chain store taxes are in operation in 20 
States. Since 1931 Arizona, California, Kentucky, Maine, 
and Pennsylvania have repealed their chain tax laws or 
had them rejected by the courts. 


interests in cities, States, and the Nation 
to make life hard for chains. Not all 
of these measures strike exclusively at 
the chains. Some are levied on all retail 
stores. Others, like the now-slumber- 
ing undistributed profits tax, hit at 
corporate business. Some levies are 
aimed at all large stores regardless of 
their type of operation. We will con- 
fine our study to the special taxes placed 
on chain stores. Even within these 
limits the variety is amazing. While 
the bulk of the taxes is provided by 
State laws, and the most usual type 
imposes a license fee on each store, there 
is hardly one tax like another. 

Most of the acts use graduated tax 
schedules, increasing their rates as the 
number of stores grows. The heaviest 
tax burden rests on the longest chains, 
those with the largest number of units. 
Only a few States, like Florida and 
Idaho, impose an equal tax on each 
store, regardless of their total number. 
Tennessee classifies the tax according 
to floor space. Georgia and Minnesota 
subject mail-order chains to higher rates 
than other stores. Normally the tax is 
based on the number of stores operated 
within the State, but Louisiana since 
Huey Long’s time has penalized na- 
tional chains by taxing each store on 
the basis of all stores which the chain 
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Chain-store taxes have brought a trend to larger units, en- 
couraging further crossebreeding of drug and cigar stores. 


operates anywhere. Thus, in Louisiana 
the large national chains pay the maxi- 
mum fee regardless of the number of 
their stores in this State. The Great 
Atlantic & Pacific Tea Company at- 
tacked the constitutionality of this type 
of graduated tax, but the Supreme 
Court has allowed it to stand. (The 
Great Atlantic & Pacific Tea Co. vs. 
Grosjean, 301 U. S. 412.) 

For smaller chains with less than 100 
stores the tax rates are usually low. 
Relatively high taxes are imposed by 
Florida and Idaho, where they amount 
to $400 and $500 per store. In Texas 
the tax exceeds $500, and in Colorado 
chains between 50 and 100 units are 
taxed up to $300 per unit. The larger 
systems which reach or exceed 500 
stores face a considerable tax burden 


also in Kentucky 
and Mississippi, 
where the fee ap- 
proaches the $300- 
mark, in Pennsyl- 
vania where it 
reaches $500, in 
Louisiana where it 
climbs to about $550, 
and in Michigan 
where 500 stores are 
taxed $242 each. 
More generally we 
might call the chain 
tax negligible for 
smaller chains in all 
but three States. For 
larger store systems 
the rates might be 
termed moderate in 
more than half of 
the States. 

To be more con- 
crete, let us examine what the total 
amounts paid under these State taxes 
were for some of the large food chains 
in 1937. The largest one, A & P, has 
not made public the number of its 
stores in each State. Kroger Grocery 
& Baking Company, next in size, prob- 
ably paid in 1937, judging by the num- 
ber of units operated in each State, 
about $300,000, which is equal to 6 per 
cent of their net profits in that year. 
The next largest, First National Stores, 
did not pay a single cent of special 
chain store tax, since it operates in New 
England States, where no special chain 
taxes are levied. At the other extreme 
we find the American Stores, for the 
most part in Pennsylvania and neigh- 
boring States. This organization car- 
ried the highest tax load until the 
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Pennsylvania tax law was invalidated 
this year by the State Supreme Court; 
in 1937 it amounted to one-half its 
profits. However contrasting and 
diversified these figures are, they show 
that even the large organizations have 
not yet been taxed out of existence. 

If the tax burden appears not to 
be too extravagant, one may ask, why 
the wide repercussions? The answer 
in part is to be found not only in those 
taxes which have been imposed but in‘ 
the still heavier ones that incessantly 
threaten. At one time 4oo tax bills 
were reported pending in State legisla- 
tures. Few if any people knew the exact 
wording of these bills, few were able 
to form an opinion on their chances to 
pass the legislative bodies or the judicial 
scrutiny which would follow. Few 
people were able to forecast their mean- 
ing for the market. There is the con- 
tinued threat to chains that anywhere 
from Maine to California an adverse 
State tax law of the prohibitive type 
may be sprung, creating the unpleasant 
alternative of either closing the stores 
or accepting the profit-clipping tax. 


South vs. North 


It also matters that chain store taxes 
are by no means the only increasing 
items in the budget of the larger organi- 
zations. In addition to special chain 
taxes, sales taxes of varied denomina- 
tions and amounts, social security 
charges, increasing wages, and other 
items are contributing to the discom- 
fort of national chains. All these fac- 
tors together provided ample reason for 
chains to make major adjustments in 
their form of organization and methods 
of functioning even before the tax 
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menace reached its present dimensions. 

Anti-chain store feeling is strongest in 
the South, where almost every State has 
one anti-chain measure on its statute 
book and where city taxes as well are 
applied. Of the most populous States 
only Pennsylvania, Indiana, and Michi- 
gan have imposed taxes, and the Penn- 
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sylvania tax is no longer in force; there 
are no chain taxes in New England or 
on the Pacific Coast. A California 
tax was defeated by popular referen- 
dum. It had been anticipated that this 
difference in attitude between regions 
would be reflected in differences in re- 
gional effects. Yet we have no evidence 
that response to the tax has been more 
accentuated in the South than in the 
North. More generally it may be said 
that to date no visible recession of chain 
business has occurred in the tax States. 
Evidence to this effect which some time 
ago was assembled by Dr. Willard L. 
Thorp* is corroborated by more recent 
figures. It has been found that the 
national food chains have reduced their 
outlets in tax States only slightly more 
than in the tax free States (table I). 


Line of Separation 


A more discernible line of separation 
runs between the “large” and the 
“long” type of chains. The “long” 
chain, the organization with a great 
number of store units but with rela- 
tively low volume of sales per store, is 
typically found in the food business and 
in shoe retailing. The “large” chain, 
which has a smaller number of stores 
but does a large amount of business in 
each store, is typical in the limited-price 
variety and department store fields. A 
tax graded by store units is harder on 
“long” chains, a tax classified by sales 
volume is more burdensome for “large” 
store systems. 

In the early legislative attempts both 
methods were used and both were at- 
tacked as arbitrary and unconstitution- 
al. The Supreme Court approved of 
the unit classification (State Board of 
Tax Commissioners of Indiana vs. 
Jackson 283 U.S. 527, 1931) and disap- 
proved of sales volume classification 
(Stewart Dry Goods Co. vs. Lewts, 294 
U. S. 550, 1935). What Justice Car- 
dozo, who dissented with two other 
liberal judges from the latter decision, 
termed a “Procrustian formula” guided 
State legislatures thenceforth. The 
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Keview, August 1937. 
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standard of unit numbers is generally 
accepted. It is primarily this classifica- 
tion which has prompted chains to 
grow “large” and “short.” 

Unless all signs fail, the small red- 
fronted stores of the A & P may virtu- 
ally disappear within a decade or so. 
They will be replaced by super markets 
and self-service stores of entirely differ- 
ent appearance, location, and size. This 
is one and perhaps the most evident 
product of the chain tax threat. While 
in State legislatures bills were discussed 
which proposed heavy taxes on small 
but numerous stores, the chains quietly 
prepared to meet the most threatening 
situation in their history. Their answer 
to the tax challenge was larger and 
fewer stores. 

Shortly after the first tax measures 
against chains were enacted in 1925, 
the A & P inaugurated a new program, 
and other grocery chains followed 
swiftly. Between 1929 and 1936 the 
total number of food chain stores de- 
creased from 53,000 to 42,000 stores. 
In recent years, the A & P has closed 
its small stores at the rate of about 1,500 
a year. But as fast as the old corner 
stores disappear, new outlets take their 
place—if not in number, at least in 
volume. These outlets are as different 
from the little corner grocery as R. H. 
Macy’s department store is from a small 
town dry goods store. 

The full measure of this revolution 
in food retailing is revealed by the in- 
crease of single store sales. Average 
sales of independent groceries are in the 
neighborhood of $10,000; those of the 
old type of A & P store near $60,000. 
A new A & P super market has a vol- 
ume of about $750,000 and a self-service 
store of one of the large food chains 
sells between $100,000 and $250,000 an- 
nually. The A & P has been the pace- 
maker in this development. While 
operating in 1937 only 225 units of the 
super market type, the A & P now runs 
about goo such stores, and their sales 
account for about 30 or 35 per cent of 
A & P’s total volume. American Stores 
operates 80 super markets and Kroger 
and Safeway 35 or goeach. The Econo- 
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my Grocery Stores reduced the number 
of their stores by about 60 per cent and 
replaced them with larger units. The 
Union Premier Stores, of Philadelphia, 
adopted the new policy most consistent- 
ly, transforming their chain system of 
26 neighborhood stores with $1,600,000 
of sales in 1933 into 22 super markets 
with a present business of not less than 
$13,600,000. According to expert opin- 
ion the chain tax has been the strongest 
motive for the chains’ adoption of super 
market merchandising. 

At present the chain store share in 
super markets is estimated at 62.4 per 
cent. In this percentage “old line” 
chains participate with 46 per cent and 
new chains with 16.4 per cent. The 
super markets operated by chain stores 
are usually somewhat smaller than in- 
dependent super markets. They range 
from 6,000 to 10,000 square feet, while 
independents’ markets reach 40,000 
square feet. 

Not all of the transformed or newly- 
opened units of chains are super mar- 
kets. Many are self-service stores; of 
these some are large markets of almost 
super market size, some smaller units 
of the neighborhood type. At present 
some 7,000 to 10,000 stores, or about 25 
per cent of the total number of food 
chain units, are of the self-service type. 

To appraise the full impact of the 
chain store tax we cannot be satisfied 
with finding out what the chains have 
done. We must venture into some 
speculation as to what they would have 
done, had not the tax menace inter- 
vened. One very probable develop- 
ment which has been cut short by the 
tax is expansion of food chains in small 
towns. Many chain executives feel that 
there is a definite place for chain units 
of modest size in smaller communities 
or in larger cities in residential sections 
which are less troubled by traffic con- 
gestion. The chain tax threat appears 
to have acted as a stumbling block to 
such decentralization. Similarly, the 
trend toward establishing branch stores 
of department stores in suburbs and 
residential sections has been slowed up. 

The small independent food dealer 


& 


Self-service, customers themselves drawing 
groceries from the shelves, now prevails in 
about one-fourth of all chain food stores. 


for whose benefit chain taxes were insti- 
tuted has so far no reason to rejoice. 
The development towards the super 
market has intensified rather than at- 
tenuated price competition. When 
food chains closed their neighborhood 
units to open super markets some food 
merchants saw a chance, and new 
neighborhood stores under indepen- 
dent management sprung up near the 
old locations of the closed stores. But 
the enormous sales volume of the super 
markets drained business away from 
local stores. In other words, there 
seems to exist a trend toward a rather 
constant number of convenience stores, 
but with diminishing sales. 


Associated Stores 


While most of the food chains have 
found the answer to the tax question 
in fewer stores, others of them have de- 
vised a contrary solution. They have 
organized a larger number of smaller 
stores under independent management. 
These so-called “associated” stores are 
supplied from the chains’ warehouses 
in a similar way as members of a volun- 
tary group. The Safeway chain has or- 
ganized its California outlets in this 
way. More spectacular have been the 
accomplishments of Western Auto 
Supply, a chain of 175 rather large auto 
accessories stores operating in States 
east of the Rocky Mountains. In small 
communities this organization added 
to its own stores a large number of very 
small, independently-owned stores sup- 
plied completely from its warehouses. 
In 1937 the company had more than 
goo of these associated stores, and its 
total sales increased by about 50 per 
cent within a single year. But the re- 
cent decision of the Supreme Court of 
Colorado subjecting 30 individually 
owned and operated Colorado outlets 
afhliated with the Gamble-Skogma 
Company to the Colorado chain-store 
tax raises doubts as to the feasibility of 
“associated stores” in tax States. 

Another consequence of chain taxa- 
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tion, although less directly traceable, 
is departmentalization. Cigar chains 
are transformed into large store systems 
with a wide assortment of novelties, 
books, candies, toys, sundries, notions, 
and other merchandise. One cigar store 
chain has melded a large portion of its 
units with a drug chain and is now ex- 
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I. CHAIN-STORE COMPANIES’ ADJUSTMENTS TO CHAIN-STORE TAXES—NUMBER OF Stores; | 


STATE* 


Alabama 


California’ ....... 
Golorado ........ 
Florida .......... 
Idaho . 


Kentucky® . 
Louisiana ........ 
Maine’ . 


Maryland . 


Michigan ...... 

Minnesota... .... 
Mississippi ....... 
Montana ......... 
North Carolina. .. . 
Pennsylvania® .. .. 


South Carolina... . 
South Dakota. .... 
Tennessee ....... 
Texas . 
West Virginia. .... 
Wisconsin . 


Date of 
Tax Law 


1935 
1935 
1934 
1935 
1937 
1933 


1933 
1935 
1934 
1934 
1937 
1933 


1933 
1937 
1936 
1937 
1935 
1937 


1930 
1937 
1937 
1935 
1933 
1937 


Total in States with Taxes... . 


Total in Tax-Free States 


TOTAL STORES. .... 


STATE 


California” ....... 
Colofado ........ 


Kentucky® 
Louisiana . 
Maine’ . 


Michigan... ...... 
Minnesota... .... 
Mississippi . . . . 

Montana . 
North Carolina... . 
Pennsylvania® . . 


South Carolina 
South Dakota 

Tennessee . . 
Texas... 
West Virginia... .. 
Wisconsin . 


Date of 
Tax Law 


1935 
1935 
1934 
1935 
1937 
1933 


1933 
1935 
1934 
1934 
1937 
1933 


1933 
1937 
1936 
1937 
1935 
1937 


1930 
1937 
1937 
1935 
1933 
1937 


Total in States with Taxes... . 


Total in Tax-Free States 


TOTAL STORES..... 


2 Sources: Annual reports; Poor's Industr, 
G. C. Murphy, and M. H. Fishman; 19 


repealed in 1937. 


r 


American 
1937 


19357 


241 


2,016 
820 


2,836 


229 


1,862 


1938 


190 


Kroger———_,, 
1936 1937 1938 


40 42 40 


734 701 670 


134 133 125 


110 107 105 


117 110 109 
1,907 1,814 1,756 


2,307 2,298 2,236 


4,214 


-——Limitep Price Variety SToRE;——, 


-——W. T. Grant—, 
1937 


1936 


6 
8 


Nu 


~ 


477 


304 


481 


1938 


~ 


6 


302 


48 


9 


S. H. Kress——, 
1936 1937 1938 


12 12 12 
40 4o 4I 

2 12 12 

15 15 15 
3 3 

3 3 

5 5 5 

8 8 8 

2 2 2 

13 13 13 
I I I 

7 

10 10 10 


25 23 25 


74 70 71 


234-2310 235 


ial Manual; and Standard Statistics’ Standard Corporation Records. 
35 figures used. * Not available. 4 Arizona tax passed in 1931 was re 


7——National Tea——_, 
1936 1937 1938 


17 14 13 
59 73 38 


8 8 
123 122 112 
8 10 8 
120 120 116 


335 347 296 


886 858 807 


1,221 1,205 1,103 
Drucs 
Walgreen ——_, 


1936 1937 1938 


5 8 8 
15 15 4 
7 10 10 
5 5 5 
6 6 6 
10 12 13 
9 10 10 
9 9 9 
2 4 5 
8 20 20 
20 18 18 
I I 
4 6 

14 13 13 
2 3 3 
I 2 2 
5 5 5 
20 24 24 
I 2 2 


186 206 206 
322 304 302 


508 510 508 


Store figures for A & P are not available. A 
pealed in 1933. * Tax law repealed in 1936. ® Tax law’repealed in 1939. + Tax la 


1936 1937 1938 


1,296 1,225 1,136 
193 193 168 


38 38 38 


77 34 33 


48 45 48 


155 167 165 


1,815 1,711 1,597 
1,274 1,309 1,276 
3,089 3,020 2,873 


SHOEs 
1936 1937 1938 

2 5 5 
4 5 4 
9 10 10 
8 
16 18 18 
5 6 6 
7 7 7 
7 7 7 
3 3 3 
II 12 
a4 324 
7 ? 
4 4 4 
7 8 8 
55 56 57 
4 4 4 
8 9 
21 24 33 
5 4 4 
8 8 


425 439 427 
643 676 66 


7——Dry Goons ano DEPARTMENT STORES— 


7——Butler Brothers—, 
1936 1937 1938 


2 2 2 
I I I 
3 4 3 
4 7 
5 5 5 
3 I I 
3 2 2 
9 8 8 
> 2 2 
I I I 
2 3 3 
I I I 
I I I 
12 6 12 
3 9 3 


55 53 52 
78 83 83 


133 136135 


J. C. Penney— 
19371938 


10 ll 
126 135 
51 5! 
12 
17 
29 31 
52 2 
67. & 
21 21 
8 8 

7 § 

5 5 
47 4] 
60 60 
17 18 
38 38 
26 26 
53 53 
13 
28 2 
21 21 
108 = 112 
12 
50° 
877 883 
646 651 


1,496 1,523 1,539 


? 1936 figures not available for America® 


REVIEW 


OR 


oC TO 8 8 


= 


(14. 


Alab 
Calif 
Color 
Flori 
Geor; 
Idaho 


Indiat 
lowa 

Kentu 
Louisi 
Maine 
Maryl; 


Michig 
Minne 
Mississ 
Montai 
North 

Pennsy 


South 
South I 
Tennes: 
Texas 
West V 


Wiscons 


Total in| 
Taxed 


Total j 
States 


TOTA 


3 2 3 8 8 8 I 
ie 1,771 1,629 1,532 155 137 143 ais Pe 
| 
9 10 
7 ar 
4 4 4 
= 2 2 
2 5 5 5 
12 12 12 
| 3 3 4 | 
9 9 9 
3 3 4 
I I I 
9 9 10 He 
62 62 63 
4 4 4 
4 4 5 
12 12 13 
175 177 187 163 161 164 


sf} YEAR BY YEAR, FOR 15 CHAINS 


IN 24 STATES WHERE TAXES HAVE BEEN LEVIED 


STATE Date of - McLellan 
938 Tax Law 1936 1937 1938 
5 Alabama .....--- 1935 5 6 6 
Colorado ......-- 1934 
10 Florida .....----- 1935 
Georgia... 1937 15 15 15 
18 @ Indiana.........- 1933 7 8 8 
6 1935 10 10 10 
7 Kentucky®.....-- 1934 
Louisiana 1934 I I 
3B Maine’ ....------ 1937 7 6 
3, Michigan. ....... 1933 17 17 17 
Minnesota. ...... 1937 2 2 2 
4 Mississippi... ...- 1936 3 4 4 
§ — North Carolina. ... 1935 21 21 21 
57 Pennsylvania® .. .. 1937 I I I 
4 | South Carolina. ... 1930 9 9 9 
Tennessee ......- 1937 6 5 6 
23 1935 19 19 19 
West Virginia. .... 1933 
, Wisconsin ....... 1937 13 14 14 
236 [Total in States with Taxes... . 136 
427 Total in Tax-Free States. ..... 99 98 97 
66; TOTALSTORES........... 235 236 
Tora Stores 


1938 | (14 companies only—comparable data for ]. C. Penney 


Limirep Price VARIETY STORES- 
C. Murphy——, 7—Neisner Brothers— H. Fishman—, W. Woolworth—, 
19357-1937 1938 1936 1937 1938 1935* 1937 1938 1936 1937 1938 


18 19 17 
I I I xs 7 ae 20 20 20 
15 17 17 
16 17 18 


9 9 9 

II II 12 3 3 3 40 39 40 
4 4 4 41 41 41 

3 3 4 19 «61919 
14 14 14 

4 4 4 21 21 21 
13 15 15 18 19 22 
I I I 28 32 33 75 74 72 
2 I 46 46 46 


94 97 97 5 5 5 152 153-150 
8 8 8 
8 8 8 

20 20 21 
56 55 55 
26 29 29 18 18 18 
I I I 56 55 55 
148 156158 44 48 48 4 843 845 847 
4! 44 43 56 60 61 28 34 35 1,004 1,014 1,017 
189 200 201 100 108 109 32 38 39 1,847 1,859 1,864 


II. Sares of Leapinc Cuatn-StorE ORGANIZATIONS, 1935-1938 


Millions of Dollars 


‘ Company available for only two years.) 1935 1936 . 1937 1938 
135 STATE 1936" 1937 1938 872.2 907.4 878.9 
California ....... 1,468 1,400 1,316 6 
FB. We Woolworth... 268.7 290.4 304.8 304.3 
Kentucky... .... 262 244 230 78.5 86.8 87.9 82.2 
Maryland ....... 363 312 276 28.5 32.7 33-5 32.4 
26 Montana. ....... 63 60 63 Montgomery 293.0 361.3 414.1 414.0 
53 North Carolina. . . 84 84 87 225.9 258.3 275.4 258.0 
Pennsylvania .. .. 2,310 2,154 2,062 32.2 37.2 39.5 37-9 
Interstate Department Stores. ......... 23.9 28.0 26.9 23.7 
jouth Carolina... . 36 38 38 12.8 13.3 14.6 14.1 
South Dakota... .. 18 22 20 11.6 13.0 13.5 12.6 
est Virginia . . . . 169 169 168 58.1 61.8 67.9 67.7 
Western Auto Supply... 19.2 239 37.0 36.3 
States with 29 Chain Stores Combined............ 3,613.9 4,918.6 4,213.8 4,086.4 
53) Total in Tax-Free Sales of 29 Chains as a Percentage of Total 
7,713 7,673 75447 Retain Sales 10.8 10.3 10.5 11.5 
hiv TOTAL STORES. “aun mai ie ates pardon I, footnote 1. Fiscal years vary; sales estimates are for the calendar year containing the greatest 
27 — BEVIEW FOR CC 
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perimenting with a new type of store 
which, as to the multitude of the goods 
displayed, differs little from a limited 
price variety store. Apparel chains 
have grown into general stores. Gas 
and oil outlets have added rubber tires 
and other automobile accessories. 

These changes have come about for 
much the same reasons which have 
driven food chains to enlarge their store 
units. The compelling reason in both 
cases is found in the necessity of spread- 
ing an increasing amount of fixed over- 
head over as large a sales volume as 
possible. Perhaps more than chain 
taxes the enhanced wages and social 
security burdens have been responsible 
for this particular trend toward depart- 
mentalization. But the tax scare has 
played a considerable rdle. Thus the 
chain taxes, devised to relieve the lot of 
the small merchants, have added to 
their plight in creating new competi- 
tion. Dry goods dealers see their wares 
in former tobacco stores. Stationers 
have increased competition from drug 
stores. Drug departments are spring- 
ing up in grocery super markets and 
tobacco stores. 


Frequently it has been contended that 
chains have been losing ground in re- 
cent years, and adverse chain legislation 
is quoted as its most serious cause. It 
may be doubted, however, that such 
generalizations convey a true picture of 
the latest developments. With the ex- 
ception of a few food chains the ma- 
jority of the larger store systems show 
all indications of good health and fur- 
ther expansion. None of three mea- 
sures—size, sales, or profits—suggests a 
general decay of national chains. 


Fewer, Bigger 


Food organizations in fact have re- 
duced their units. But as we pointed 
out, this was done in part to strengthen 
the organization, to replace smaller 
units by larger ones. Of non-food 
chains, almost every national chain sys- 
tem shows an increased number of store 
units, this even during 1938, when 
business was receding. A review of the 
progress of fifteen leading chains at the 
end of December, 1938, shows ten with 
stores in excess of those operated one 
year ago before. The companies ana- 
lyzed were: Grant, Green, Interstate 


In the intricate network of costs and margins, where the chain-store tax is just one ele- 
ment, it is difficult to form a general conclusion about the effect on prices the consumer pays. 
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Stores, Kresge, Kress, Kroger, Lane 
Bryant, McCrory, McLellan, Melville, 
Murphy, Newberry, Penney, Sears 
Roebuck, and Woolworth. 

From the viewpoint of sales volume, 
the record of large chains is not alarm- 
ing. Between 1936 and 1937, sales of 
the large systems increased slightly 
more than total retail sales and in the 
recession of 1938 they dropped less than 
the total. 

In terms of profit, the Cassandra 
prophecies of a chain decline appear 
likewise exaggerated or at least prema- 
ture. True, food chain profits, notably 
those of A & P, show a downward 
trend, and to some other groups large 
investments have also brought dimin- 
ishing returns. But with one exception 
the large corporation may not hold 
chain taxes responsible for the major 
inroads into its yield. Even if the in- 
direct cost of modernization programs 
are charged to the account of chain 
taxes, the result is not alarming. The 
modernization expenses of 70 chains in 
1937 were estimated at an amount 
which equals about 50 per cent of the 
profits which 108 chains yielded in the 
same year. The earnings of these 108 
chains exceeded $200,000,000, which, if 
set in proportion to $5,800,000,000 of 
sales, represents a profit margin of 
about 3.5 per cent, which is probably 
better than average. Five large or- 
ganizations (Woolworth, Sears Roe- 
buck, Penney, Montgomery Ward, and 
A & P) realized the substantial profit 
of $118,000,000. 

The net result is that neither chain 
taxes nor the tax scare which they pro- 
duced has so far arrested the progress 
of the largest chain stores. 

But there is evidence that the cul- 
minating point of anti-chain legislation 
has not yet been reached. The year 
1938 saw chain taxation in the dol- 
drums. This year three States increased 
rates, but no additional tax measures 
were enacted in States where bills had 
been proposed. Still there is the menace 
of Congressman Patman’s bill provid- 
ing for a national excise tax. 

(Continued on page 46) 
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16 
17 


THE 


AUGUST 1939 


Augy 


Domestic: Congress adjourns after delivering severe setback to Administration measures. . . . Stocks 
listless in first part of month but gyrate in later weeks under the influence of the war excitement. ... 
Worio: WAR casts its dark shadow of gloom over Europe.... Foreign exchange markets tn disorder. 


House kills Spend-Lend Bill. 


House “kills” again, this ime Administration Housing Bill. Hatch 
“clean politics” bill signed by President. 


Avro union heads ratify General Motors’ strike pact. 


Concress adjourns sine die after voting $119,000,000 additional 
crop loans and cutting social security tax $905,000,000. House 
committee appointed to investigate NLRB. Bonds fall to 22-year 
low in volume. 


GoveERNMENT names War Resources Board, headed by Edward R. 
Stettinius, Jr. 


PRESIDENT signs social security reyision act, freezing payroll taxes 
at one per cent for next three years. 


Texas Railroad Commission orders fifteen-day suspension of Texas 
oil wells. Roosevelt announces shift in Thanksgiving date. 


TVA closes $78,000,000 deal for all Tennessee State power. WPA 
establishes new wage scales. Following the lead of Texas, oil 
wells are closed in Arkansas, Kansas, Louisiana, New Mexico, and 
Oklahoma to bolster falling prices. 


Germany demands Polish Corridor and Danzig. 


ICC grants Southern railroads 25 per cent differential on through 
Eastern shipments. Carl B. Robbins named president of Com- 
modity Credit Corporation. 
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21 
22 


31 


Forp defies NLRB order to reinstate twenty-four discharged men; 
alleges attempt to bar free speech. Stocks down in heavy wave of 
selling. 


Stocks continue to slump in war scare. 
Brirain and France reiterate pledge to Poland. 


ReicuH and Russia bind nations in ten-year non-aggression pact. 
United States stages biggest peacetime “war” at Plattsburg. Grain 
prices soar. 


Hirer orders army ready to take Danzig. Chamberlain gets war 
power. Roosevelt makes peace plea. 


Franc collapses and pound suffers sharpest single-day fluctuations 
in years. 


Mosit'zations rushed abroad. 


Pounp breaks to $4.24, lowest in six years. Japanese cabinet re- 


signs. 
New Hitler note keeps negotiations open. 


Briratn in blunt reply narrows issue to free negotiation with 
Poland or war. 


Air raids and fighting reported in Poland. 
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THE 


WORKER IN PLANT OF CHASE BRASS CO.—-RICHIE PHOTO 


TREND OF BUSINESS 


PRODUCTION ... PRICES ... TRADE... FINANCE 


The outbreak of the not completely unexpected European 
war was followed soon in this country by more-than-seasonal 
increases to 1937 levels in industrial activity and in whole- 
sale turnover. Retail sales responded more slowly; in some 
cities approaching 1937 levels by October 1. Activity in 
commodity and financial markets increased sharply. 


NE point on which all those who 

are thinking about the current 
business situation seem to agree is that 
events cannot be judged on the basis of 
what happened in 1914. There is in- 
deed little in basic factors that is simi- 
lar. Many of those measures of activity, 
income, and prices which were then 
relatively high are now relatively low; 


Industrial Production 


Federal Reserve Board Adjusted Index 


many that were then increasing are 
now decreasing. Considerable differ- 
ences between 1914 and 1939 in their 
monetary situations, their self-sufh- 
ciency,and their economic preparedness 
are general among important nations. 

In this country, in early September, 
the financial field was the scene of 
the more immediately obvious incon- 
sistencies with 1914 precedents. In- 
stead of the hurried liquidation of 
stocks which caused .the New York 


1936 1937: 1938 1939 
January 76.7 04.45 75.0 83.4 
February 76.6 99-7 76.9 85.4 
March 80.3 4.105.5 77.1 86.9 
April 82.3 109.3 74.6 84.9 
May 83.9 . | 109.7 72.9 84.4 
June 84.1 of 107.0 70.8 . 85.6 
July 83.4. 104.6 70.63" 83.8 
August 87.1 108.2 76.9 89.9* 
September | 86.9 104.4 81.0 
October 92.5 104.5 | 83.8 
November 94.0 92.9 B4q.1 
December 98.8 84.2 86.5 


pound, when it dipped to $3.76, the 
lowest point in more than six years, 
offered another sharp contrast to 1914, 
when it rose to $7 for a brief time. 
Part of the explanation of the way 
in which business reacted lies in the 
fact that the business community was 
not unprepared for the catastrophe. 


Factory Payrolls 


U.S.B.L.S. Index (Revised) 
1923-1925 = 100 


* Preliminary. 


Domestic recovery forces already in 
operation continued to push industry 
forward. Inventories were low in many 
lines. Railroads were in need of equip- 
ment. In the utilities there was a back- 
log of expansion needs. Labor relations 
were somewhat more calm than during 
some recent periods, and there was evi- 
dence of co-operation between govern- 
ment and business. Huge amounts of 
gold are held in the Treasury and un- 
usually large excess reserves in the Fed- 
eral Reserve member banks. 

Spectacular price behavior of single 
commodities averaged out to a sharp 
increase of 6 per cent from August 26 
to September 23 for “all commodities” 
(USBLS, weekly, wholesale) with the 
upward movement slackening toward 
the end of this period. The figures, not 
charted, for the last two weeks of Sep- 
tember were 79.3 and 79.5. 

Industrial output, after holding at 
about the July levels during August, 
expanded rapidly in the first half of 
September. The steel industry, with a 
capacity of 32,000,000 tons annually in 
excess of its 1914 level, experienced a 
heavy rush of domestic orders, while 
export business expanded somewhat, 
particularly in pig iron and semi- 
finished steel. Domestic demand on 
the part of the railroads for track ma- 


terial and equipment was considered 


1923-1925 = 100 

19361937 1938 = 1939 | Stock Exchange to close at the begin- 
January 97 114 80 102 - 
February 94 116 79 99 ning of the World War, a wave of 
March 93 438 79 93 ‘ 
Apri 101 18 7 o2 | heavy buying set in, and price advances 
June 104 114 77 ¢ 97 of many industrial stocks were wide. 
August 108 117 88 | W102 peculative activities were also evident 
October 110 102 | 96 in the increases 1n prices of war com- 
N be: . 
modities. The action of the English 
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especially heartening. Foreign demand 
for tin plate quickened. The steel rate, 
by the third week in September, was 
close to 80 per cent of capacity, com- 
pared with the rate of 62 per cent for 
the month of August. 

The automobile industry proved a 
steadying influence to business as it 
went ahead with plans to expand out- 
put, in line with seasonal expectations 
for the 1940-model season. Accessory 
and parts plants by the third week of 
September were operating at full vol- 
ume. Production of new cars advanced 
to 41,245 units in that week, as against 
16,100 in the same week a year ago. 
The effect of a sharp curtailment of 
exports to Europe (in England, for 
example, the embargo on luxury im- 
ports applies to passenger cars) was dis- 
counted by some producers in view of 
an expanding South American market. 

As manufacturing activity forged 
ahead, machine tool builders, antici- 
pating an increased demand for ma- 
chine tools, cancelled their annual show 
in order to permit uninterrupted pro- 
duction. The index of machine tool 


Department Store Sales 


Federal Reserve Board Adjusted Index 
1923-1925 = 100 


1936 1937 4938 1939 
January 81 93 90 88 
February 83 95 88 87 
March 84 93 86 88 
April 84° ‘93 83 88 
May 87 93 78 85 
June 87 93 82 86 
July or 94 "86 
August 86 g2 83 89 
September 88 94 86 
October 90 93 84 
November 94 89 
December 92 89 89 


orders, according to the National Ma- 
chine Tool Builders’ Association, drop- 
ped 10 per cent from July to August, 
principally because of a slackening of 
foreign orders, but remained above 200 
for the fourth consecutive month. 

An increase in railroad trafhe re- 
flected heavier shipments of manufac- 
tured products. Freight-car loadings 
in August expanded somewhat more 
than seasonally, chiefly because of con- 
tinued increases in shipments of coal 
and miscellaneous freight. In the week 


ended September 2 carloadings rose to 
721,748, only about 5,000 less than last 


year’s October peak. In the following 
week, on a seasonally adjusted basis, 
another sharp gain was recorded. For 
the year to date, loadings have averaged 
about 9 per cent above the correspond- 
ing period of 1938. Operating revenues 
of Class I railroads in August showed 
an 8.6 per cent gain over the same 
month last year. 

A notable development of the last 
few months has been the way in which 
durable goods activity has increased, 
stealing the spotlight from the previ- 
ously more prominent consumer goods 
industries. Despite lack of publicity, 
however, textile operations since July 
have proceeded about in line with sea- 
sonal expectations. Cotton mill pro- 
duction, in the week ended September 


Wholesale Commodity Prices 


U.S.B.L.S. Index—1926 = 100 


June July Aug. Sept. 
Week 1939 1939 1939 1939 
I 73-7 75-5 75-1 75:3 
Il 75.6 75.6 74.8 * 78.4 
75-4 73-5 746 j 
IV 74.8 : 
V 74.8 


2, was unchanged, as against a normal 
seasonal decline, but by the middle of 
September a more-than-seasonal drop 
had been shown. Silk deliveries to 
American mills in August amounted 
to 33,095 bales, compared with 26,134 
bales in July and 38,504 bales a year 
ago. Rayon yarn shipments to domes- 
tic consumers, according to the Rayon 
Organon, were 31,300,000 pounds, 
against 32,900,000 pounds in July. At 
meat-packing establishments activity 
declined less than seasonally, and shoe 
output made the usual advance during 
August. 

Employment conditions improved 
along with the increased industrial ac- 
tivity. Steel mills and railroad yards 
were scenes of considerable back-to- 
work movements. Clothing and mil- 
linery industries also reported substan- 
tial increases in labor forces, while 
textile, chemical, stone, and glass con- 


cerns expanded. 


The increased purchasing power in- 
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duced by better industrial conditions 
has found expression in increased retail 
buying. Department store sales in 
August rose more than seasonally, the 
FRB adjusted index rising to 89 from 
86 in July. In general, Fall purchasing 
on the part of consumers has been little 
affected by the European hostilities. 
The initial spurt in grocery buying 
caused by the “housewives’ panic” was 


Industrial Stock Prices 
Dow-Jones Index (Weekly Average) 


June July Aug. Sept. 
Week 1939 1939 1939 1939 
I 137.21 132.63 143.16 135.99 
Il 138.81 133.13 139.09 149.09 
136.54 136.47 38.15 54.17 
IV 143.07 133.53\, 
v “13.05 i 


rather quickly allayed when those who 
were hurriedly laying in supplies were 
assured by the Department of Agri- 
culture that no scarcity of foodstuffs 
existed. It was pointed out that the 
nation’s cribs and warehouses were al- 
ready filled with larger-than-normal 
surpluses from previous years, and that 
bountiful harvests of most grain crops, 
vegetables, fruits, feed, and fiber crops 
were in prospect. 

Wholesale buying was active during 
August and early September, partly 
due to a normal seasonal expansion, 
partly due to generally low inventories, 
and partly, after September 3, because 
of a desire to place forward orders be- 
fore prices went up. Sizable price gains 
did occur in such staple commodities as 
wheat, corn, rye, cocoa, sugar, lard, tin, 
and rubber, and increases were also 
noted in copper quotations and in 
prices of other industrial materials. 
The BLS index advanced 4.1 per cent 
in the week ended September 9, the 
largest increase in any one week since 
the inauguration of the index in 1932. 

In financial markets, stock prices 
climbed while pricés of high-grade 
bonds slumped. Issues of European 
governments fell sharply. The break 
in quotations for the pound sterling 
and the franc caused foreign exchange 
markets to be badly disrupted. 
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TRADE INDEX RECOVERS 


The United States Trade Barometer rose to 84.4 (preliminary) in August from 81.9 in 


July. Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 


while concentrated on staple com- 


Erickson, Inc.; trade information is reported by 157 district offices of Dun & Brapstreet, INc. 
and furniture, rapidly advanced trade 


HE usual September stimulating effects on retail trade 
of cooler weather and back-to-school advertising this 
year had added to them the panicky domestic buying 
modities, reflected an upswing in luxury buying. Higher 
Wholesale markets in some areas had the most active week 
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States Trade Barometer to 84.4, a 3 per cent increase from 


July, close to the level of February of this year. 


In July the United States Trade Barometer, reflecting a 
more-than-seasonal lull in buying, turned down from the 


June level of 83.4 to 81.9. This was the lowest point of this 
year, and approximated the level of December and earlier 


months in 1938. Gains which occurred in eighteen areas 
were not large. The largest increases from June to July 


were in the Middle Western States, where Iowa and Ne- 


braska led with a 17 per cent advance. Other sizable im- 


provements were: Indianapolis and Louisville, 11 per cent; 


St. Louis, 10 per cent; Minneapolis and St. Paul, 7 per cent; 
Pittsburgh, 6 per cent. Decreases in Chicago and Memphis 


of 8 and 7 per cent respectively were the most substantial 
indications of retrenchment. 


All regions except Los Angeles showed substantia) im- 
provement over last year. The decline in that area, while 
less than 1 per cent, contrasted sharply with the record of 
the majority of the cities. Memphis and Detroit, each re- 
porting an index 25 per cent ahead of last year, led the 


twenty-nine areas. 
THE MAP AND CHART compare the July, 1939, indexes with 


those for the same month a year ago. The column at the extreme right 
of the chart indicates the relative importance of the regions: the figures 


are percentages of national retail trade from the 1935 Census of Business. 

THE INDEXES for the regions are charted, with U. S., from 1937, on 
pages 34-37. They are composites based on: bank debits (Federal Reserve 
Board), department store sales (Federal Reserve Board), new car regis- 
trations (R. L. Polk & Company), and life insurance sales (Life Insurance 
Sales Research Bureau). In regions 2, 3, 4, 5, and 14, wholesale sales 
(Department of Commerce), and in region 2, advertising linage (Ed:tor 
and Publisher), which were found to make those indexes more accurate, 
are included. In region 15, department store sales have been omitted. 
Each index is separately adjusted for seasonal variation and for the number 
of business days in each month. All are comparable. The monthly average 
for the five years 1928-1932 equals 100. The preliminary figure for the 
United States is computed one month before the regional figures are 
available. 

THE PARAGRAPHS printed opposite the 29 regional charts quote 
figures for July based on samples of department and retail stores report- 
ing to the Federal Reserve banks; for August and for the first half of 
September based on opinions and comments of business men in various 
lines of trade, gathered and weighed by the local Dun & BrapstREET offices. 
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REGIONAL TRADE BAROMETER 
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July 1939 
Compared with 
July 1938 (%) 


1939 1935 
Regional Sales 
RECION Index % 
—10 +10 +20 +30 
{ 2B3 +99 78 
253 +94) 26 
NA + 66 
j (70.9 +53 29 
4 76.6 +125 62 
7 77.0 +15.) 37 ie 
8 84.8 +179{ 29 
100.0 4131 26 
) $2.7 +2445 40 
3 845 +105) 22 
919° + 69 45 
| 91.0 + 3.0 
16. 90.1 + 9.7 25 
86.9 +42] 36 
115.7 +213 13 
140 98.6 +691 1.0 
120-4 
Sa 99.0 + 23 13 
1928-32 = 100 91.6 +129 8 
| 
60 
1929 1938 
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THE REGIONAL TRADE BAROMETERS 


These indexes of consumer buying are cor- 


1939, number and will appear semi-annually. 
Additional information about the indexes and 


rected for seasonal variation; the monthly aver- 
age for the five years 1928-1932 equals 100 (see 
preceding page). Charts showing the curves since 
January, 1928, were published in the September, 


about their especial usefulness in regional sales 
quota work, back figures, and data about regional 
boundaries is available for users of the indexes. 


1. New EncLANnD 00. NEW ENGLAND gue 2. New York City 
ULY, 73.3 JUNE, 71.0 Ly 1938, 66.7. [ q ULY, 69.0 JUNE, 70.8 JULY 1938, 65. 

JULY, 73.3 JUNE, 71.0 JuLy 1938, 66.7 [ JULY 69.0 JUNE, 708 J 938, 65.9 
Juty—Percentage department store sales increases 4 Juty—Percentage department store sales increases 
over previous July: Maine 1 Vermont 2, New a ee = F — 7 over previous July: New York and Brooklyn 1, 
Hampshire 0, Providence 6, New Haven 3. AuGcusT 20 Bridgeport 5, Westchester-Stamford 6. Aucust— 
—Percentage retail trade increases over previous J Percentage retail trade changes from previous 
August: Bangor 0, Portland 3, Boston—New Bedford or REGION ep August: Bridgeport +12, New York City depart- 
7, Springfield—New Haven 10, Worcester 2, Provi- 1937 1938 1939 ment store sales —4, parcel deliveries +5, hotel 
dence 6, Hartford 5. Connecticut tobacco harvest sales +30. Bank clearings up 16% in New York 
satisfactory but other crop yields low due to Sum- jz - 1 City and 2% in Westchester County from year ago. 
mer drought. Payrolls and production generally fr 2 NEW YORK CITY a Gains in employment in women’s coats, dresses, 
improved over last year. Aircraft and small tool ae 4 millinery and men’s clothing industries. SePpTEM- 
manufacturing active. Maine sardine packing in- A per—Price of cotton grey goods, woolens, crude 
dustry advanced considerably over last year’s level. ind P / is 7 rubber, and sugar advanced. Converters of dress 
Collections generally steady. SEPTEMBER—Boston gg => goods report sizable increases in sales. Bank clear- 
retail trade slightly above last September. Orders L oa J ings in the Metropolitan area 21% above last year. 
for cotton and knitted yarns improved. ot REGION 1. Retail trade even with year ago. 


3. ALBANY AND SYRACUSE 120 

JULY, 85.8 JUNE, 83.0 JULY 1938, 78.4 * { JULY, 71.4 JUNE, 72.0 JULY 1938, 67.0 
Ju_y—Percentage department store sales increases department store sales increases 
over previous July: Syracuse 11, Northern State 4, NAS 5 over previous July: Buffalo 8, Rochester 4, Niagara 
Central State 9. Avucust—Percentage retail trade Falls 1. Aucusr—Percentage retail trade increases 
increases: Albany—Binghamton-Utica 5, Syracuse 4. over previous August: Buffalo 5, Jamestown 20, 
Albany wholesale trade 5% above last year; Syra- E iad + Elmira 7, Rochester 4. Buffalo wholesale trade up 
cuse reports substantial gains. Continued dry Jeo 5% from last year’s level. Farm yield somewhat 
weather has seriously affected yield of hay and al ies ue? lower than usual because of drought. Payrolls and 
other crops. Apple crop large but quality not up production improved from previous year. Produc- 
to standard. Payrolls and production generally im- 120 4. BUFFALO AND ROCHESTER J} tion of steel and durable goods advanced; con- 
proved compared with last year. Metal and textile w 4 sumers’ lines also improved. Outdoor employment 
manufacturing improved. Binghamton shoe indus- jg}. ix lp, vat peak. Collections generally improved. SepTEM- 
try ahead of last year but unchanged in last three “ cee /h 5 BER—Buffalo retail trade 10% ahead of last year 
months. Collections steady or better than last year. L U.S ja\-~-. 4 due to large sales of school merchandise and apparel. 
SEPTEMBER—Sales of clothing and foodstuffs im- Steel production at 63% capacity, peak for this 
proved. Shoe industry unchanged. g Feat, 1 year. Increased activity in aircraft industry. 


5. NorTHern New Jersey 


™ 120 T 120 
JULY, 70.9 JUNE, 69.0 JULY 1938, 67.3 '"l 5. NORTHERN NEW JERSEY | juLy, 76.6 JUNE, 79.0 JULY 1938, 68.1* 
Juty—Northern New Jersey department store sales [ 7 Juy—Percentage department store sales changes 
3% above previous July. Aucust—Newark retail 100 . 
from previous July: Trenton +3, Allentown +1 
trade a Irom year ago. olesalc Philadelphi +4,R di S ton—Wilming- 
red f C d wi iladelphia +4, Reading +-2, Scranton—Wilming 
trade improved 5°% from last year. Compared with 

80 A ton —4, Wilkes-Barre Harrisburg —5, Lan- 
last month, retail and wholesale trade increased 7 cometh: 
3% Tespectively, recovering from seasonal de- REGION q trade changes from ‘peevions August: Trenton— 
cline. Bank clearings in Northern New Jersey 1937 1938 19 Philadelphia +4, All ton + 
down 3% from last August. Jersey peach and 4, 

Reading +8, Scranton—Harrisburg +2, Williams- 
watermelon crops good. Production and sales ad- ns 
120 T 120 port +9, York—Wilmington +5, Lancaster +10, 
vanced from last year, employment and payrolls 6. PHILADELPHIA 4 Wilkie Bere 
even with year ago. Activity in naval and aviation 
increased 5°% from previous August. Payrolls 
ack-to-school and Fall retail orders above last year. 4 ith | cloth: 
U.S LA\- 1 with last year. Carpet and clothing manufacture 
aor Day week-end activity improved over AR: advanced, silk hosiery production dull. Collections 
: steady. SEPTEMBER—Philadelphia retail trade 5% 
year. Labor disputes in Paterson plain goods mills. i REGION ite aks a * Revised 
| ahead of last year. evised. 


7. PirtsBURGH 
JULY, 77.0 JUNE, 72.9 JULY 1938, 66.9 


Juty—Percentage department store changes from 
previous July: Erie +9, Pittsburgh +1, Wheeling 
—2. Avucust—Percentage retail trade increases 
over previous August: Erice—Huntington 10, Pitts- 
burgh 7, Youngstown-Charleston 5. Pittsburgh 
wholesale trade increased 9°, from last year’s level. 
(Continued directly opposite) 


1937 1938 


8 


1937 1938 


4. BuFFALO AND ROCHESTER 


6. PHILADELPHIA 


Garden truck prices low. Payrolls and production 
generally improved over last year. Steel produc- 
tion at 54% capacity. Glass and chemical produc- 
tion steady. Coal mining spotty. Collections steady 
to improved. SepreEMBER—Pittsburgh retail trade 
5 to 7% ahead of last September. Department 
stores more active than in any previous month this 
year. Residential building substantially advanced 
from last year. Steel at 60% capacity. 
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RE.GLON AL TRA BAROMETERS 


- - REGIONS 8 - 15 


8. CLEVELAND 
juLy, 84.8 JUNE, 83.4 JULY 1938, 71.9 


Juty—Percentage department store sales increases 
over previous July: Cleveland 6, Akron 18, Toledo 
8. Aucust—Percentage retail trade increases over 
previous August: Cleveland 5, Akron 14, Lima— 
Toledo 10, Canton 15. Wholesale trade increases: 
Cleveland 15, Akron 9, Toledo 10. Payrolls and 
production steady to improved over last year’s level. 
Iron and steel industry operating at 80% capacity. 
Men’s clothing, cement, machine tool and chemical 
industries materially ahead of last year. Akron 
rubber production steady. Collections steady to 
improved over last year. SEPTEMBER—Retail trade 
increased 5% from last year’s level. Improvement 
in domestic steel orders. Employment in Cleveland 
better than any other month since December, 1937. 


10. INDIANAPOLIS AND LOUISVILLE 


JULY, 100.0 JUNE, 90.0 JULY 1938, 88.4 
Juty—Percentage department store sales increases 
over previous July: Louisville 6, Indianapolis 7, 
Fort Wayne 2. AvuGust—Percentage retail trade 
increases over previous August: Louisville 3, 
Indianapolis—Evansville 10, Terre Haute 5, Fort 
Wayne o. Wholesale trade increases: Louisville 
4, Indianapolis 2. Farm yield good, prices slightly 
lower than in same period of 1938. Payrolls and 
production steady to improved compared with last 
year. Manufacturers of metal products report vol- 
ume improved 35 to 40%. Farm implement pro- 
duction steady. Collections vary. SEPTEMBER— 
Indianapolis retail sales 59% ahead of last year. 
Indiana late crops and pastures burned by unseason- 
able heat. 


12. Detroit 

JULY, 82.7 JUNE, 81.0 JULY 1938, 66.4 
Juty—Detroit department store sales advanced 12% 
over previous July level. AuGust—Percentage re- 
tail trade increases over previous August: Detroit 8, 
Grand Rapids 12, Saginaw 10. Percentage whole- 
sale trade increases: Detroit 15, Grand Rapids to. 
Apple crop large, prices better than last year. Pay- 
rolls and production improved over last month and 
last year. Model change-over in automobile indus- 
try. Sales of furniture improved. Collections steady 
to improved over last year. SEPTEMBER—Detroit 
retail trade improved 12 to 15% over last year in 
back-to-school buying. Automobile union con- 
tracts signed. Automobile production considerably 
ahead of last year despite parts shortage which 
slackened activity in several companies. 


14. MINNEAPOLIS AND St. 
JULY, 91.9 JUNE, 86.1 JULY 1938, 86.0 
Juty—Minneapolis-St. Paul—Duluth—Superior de- 
partment store sales increased 2°% over previous 
July level. Aucusr—Percentage retail trade 
changes: Duluth —8, Minneapolis +2, St. Paul 
+6, Billings +8, La Crosse +5, Sioux Falls +8, 
Butte Great Falls Fargo —6. Wholesale 
trade changes: Duluth —8, Great Falls +8, Minne- 
apolis +3. Fruit crop plentiful although prices 
low. Some corn hurt by drought although crop in 
State as a whole best in years. Late rains helpful 
to Wisconsin potatoes. Payrolls and production 
steady compared to last year. Sales of flour, linseed 
oil and agricultural commodities holding up well. 
Collections steady. SepTeEMBER—Rush of iron ore 
mining and shipping in Great Lakes. 
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9. CINCINNATI AND COLUMBUS 
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14. MINNEAPOLIS AND ST. PAUL 


1939 


15. IOWA AND NEBRASKA 


g. CINCINNATI AND CoL_uMBuUS 
JULY, 90.9 JUNE, 88.2 JULY 1938, 81.3 
Juty—Percentage department store sales increases 
over previous July: Cincinnati 7, Columbus 5. 
Aucust—Percentage retail trade increases over pre- 
vious August: Springfield 8, Cincinnati—Dayton 5, 
Zanesville 6, Lexington 14, Columbus g. Cincin- 
nati and Columbus wholesale trade improved 5 
and 10% respectively. Ohio oats crop 8% smaller 
than last year, wheat crop reduced 21%. Corn 
yield slightly above last year, tobacco 20% im- 
proved. Dairy and poultry production steady, 
prices better than in previous month. Collections 
vary compared with last year, steady with last 
month. SepTeMBER—Cincinnati department store 
sales 11 to 14% better than last year, although 
considerably declined from last week. 


11. Cuicaco 
JULY, 81.7 JUNE, 88.3 JULY 1938, 74.4 


Juty—Percentage department store sales changes 
from previous July: Chicago +2, Peoria —2. 
Avucust—Percentage retail trade increases over pre- 
vious August: Chicago—Peoria 5, Rockford 0, South 
Bend 20. Apparel sales improved although sale of 
higher priced furs slow. Chicago wholesale trade 
increased 8%. Corn yield better than last year. 
Hog prices slightly advanced although grain prices 
low. Payrolls and production generally improved 
over last year. Rockford machine tool industry 
active, furniture manufacturing dull. Collections 
vary. SEPTEMBER—Retail trade off 5°4 from last 
year. Steel production at 49% capacity, below level 
of last month. Fall in grain and livestock prices 
from war-scare peak. 


13. MILWAUKEE 
juLY, 84.5 JUNE, 83.8 juLY 1938, 76.5 
Juty—Milwaukee department store sales fraction- 
ally lower than same month last year. AvGust— 
Milwaukee and Madison retail trade slightly im- 
proved over last year; Green Bay retail trade 6°% 
ahead. Milwaukee wholesale trade even with last 
year. Corn and grain production cut by drought; 
cabbage and sugar beets near harvest: crops in good 
condition. Payrolls and production steady to im- 
proved over last month and last year. Milwaukee 
metal industry improved. Green Bay paper mills 
in operation full or overtime. Collections generally 
steady to better than last year. SepremBER—Mil- 
waukee retail sales fractionally lower than same 
week last year; employment improved in Wisconsin 
due to settlement of automobile strikes. 


15. Iowa AND NEBRASKA 
JULY, 91.0 JUNE, 77.9 JULY 1938, 84.6 


Juty—Omaha department store sales decreased 4° 
from previous July level. AuGust—Percentage re- 
tail trade increases: Burlington-Cedar Rapids- 
Dubuque—Waterloo-Des Moines 5, Omaha 6, 
Davenport 10, Lincoln o. Percentage wholesale 
trade increases: Sioux Citv—Des Moines-Omaha 5. 
Iowa and eastern Nebraska corn good, western Ne- 
braska corn poor compared with other years. Beans, 
tomatoes, and other canning vegetables plentiful. 
Payrolls and production improved over last: year. 
Residential building improved, industrial construc- 
tion slow. Collections steady with last year. Sep- 
rEMBER—Nebraska sugar refineries and beet grow- 
ers report lithe immediate profit since their sugar 
shipped before shortage. 
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16. St. Louis 
JULY, 90.1 JUNE, 82.3 JULY 1938, 82.1 
Juty—Percentage department store sales increases 
from previous July: St. Louis 5, Springfield (Mo.) 
9, Quincy 6. AvGust—Percentage retail trade 
changes from previous August: St. Louis +10, 
Springfield (Mo.) +6, Springfield (Ill.) —10, 
Quincy +5. St. Louis wholesale trade advanced 
10% from last year. Soy beans and small grain 
crops abundant; corn in good condition; farm prices 
low. Payrolls and production vary compared to 
last year. St. Louis steel industry at 57°% capacity, 
compared with 45% last month. Building permits 
in St. Louis 16°% above last August. SEPTEMBER— 
St. Louis retail trade improved 15% from last year. 
Rise in hide prices. St. Louis zinc quotations at 
highest level this year. Shoe manufacturing spotty. 


18. MaryLaNnD AND VIRGINIA 
JULY, 98.4 JUNE, 98.9 JULY 1938, 90.8* 
Jury—Percentage department store sales changes 
from previous July: Baltimore—Richmond 0, Wash- 
ington +1. Aucust—Percentage retail trade 
changes from previous August: Baltimore—Norfolk 
+5, Washington +8, Richmond +1, Lynchburg 
+14, Roanoke +8, Bristol slightly decreased. 
Percentage wholesale trade increases: Baltimore 
+-6, Norfolk +5, Richmond +6. Tobacco crop 
below last year’s but ahead of ten-year average. 
Apple and peach yield excellent. Production of 
cigarettes, cigars, cotton, and rayon goods ahead of 
year ago. Richmond construction 20 to 30% im- 
proved over last vear. 
reports sales larger than in any other month in past 
SrpTEMBER—Baltimore retail trade 
* Revised. 


five years. 
nominally improved over last year. 


20. ATLANTA AND BIRMINGHAM 


JULY, 111.0 JUNE, 110.3 JULY 1938, 94.3 
Juty—Percentage department store sales increases 
over previous July: Atlanta 7, Birmingham— 
Montgomery 12, Nashville 10. AuGcusr—Percent- 
age retail trade changes over previous August: 
Atlanta +12, Augusta +5, Columbus 0, Macon— 
Nashville -++10, Savannah-Birmingham +15, 
Chattanooga +17, Montgomery —4. Percentage 
wholesale trade increases: Atlanta 18, Birmingham 
10, Nashville 5. Cotton crop damaged by excessive 
rains. Payrolls and production steady to improved 
compared with last year. Birmingham steel indus- 
try at 70° capacity. Flood conditions in certain 
Alabama areas due to recent rains. Collections 
steady or better than last year. SEPTEMBER— 
Atlanta retail trade 22° ahead of year ago. 


22. Mempuis 

JULY, 98.0 JUNE, 105.2 JULY 1938, 78.7 
Jury—Percentage department store sales changes 
from previous July: Memphis +8, Fort Smith —2, 
Little Rock +11. AuGust—Percentage retail trade 
increases from previous August: Memphis 10, Fort 
Smith 2, Little Rock 5. Memphis wholesale trade 
advanced 5°% from last year’s level. Cotton under 
last year’s crop; yield of rice, apples and pears lower 
than average; sweet potato crop improved over last 
year. Little Rock lumber and furniture production 
considerably advanced over last year. Memphis 
lumber trade quict. Payrolls and production steady 
to improved over last year. Collections generally 
steady. Seprember—Memphis department store 
sales 23° ahead of last year. New Orleans and 
Memphis spot cotton prices improved. 


Lynchburg shoe company . 


REGIONS 


16 — 23 


120) 120 
16. ST. LouIs 

60 60 
1937 1938 1939 
12 T 120 
r 17. KANSAS CITY 4 
L 4 
80 
60L. 160 
1937 1938 1939 
120 

| 
y REGION 4 
1 
L 18. MARYLAND AND VIRGINIA 
60 
1937 1938 1939 
120 
r REGION 4 
+ 19. NORTH AND SOUTH CAROLINA 
60 60 
1937 1938 1939 
120) 1120 
| 
REGION 
N 100 
Ve U.S. / 
r 20. ATLANTA AND BIRMINGHAM 1 
60 4 ill 60 
1937 1938 1939 
A 120 
RECION = 
\ 100 
Viens, V Vv 
| 4 
} 4 
eof 2). FLORIDA | 
1937 1938 1939 
120 T 7120 
| 1 
100} 4100 
4 
4 
4 
80 
+ 22 MPHI 
1937 1938 1939 
120f 120 
+ 4 
+ 
REGION 
AWA | 
/ 
4 
_23._NEW ORLEANS 1 


1937 1938 


17. Kansas City 
JuLy, 86.9 JUNE, 87.7 JULY 1938, 83.4 


Juty—Percentage department store sales increases 
from previous July: Kansas City 1, Wichita 5, Okla- 
homa City 13, Tulsa 0. August—Percentage retail 
trade changes from previous August: Kansas City— 
Wichita 0, Topeka +5, Oklahoma City +3, Tulsa 
—s5, St. Joseph —6. Percentage wholesale trade 
increases: Kansas City 7, Oklahoma City 4. Corn 
poor although better than expected. Payrolls and 
production steady to down compared with last year. 
Two-weck curtailment of oil production. Decline 
in railroad carloadings. Wichita aircraft manufac- 
turing industry at peak activity. Collections poorer 
than last year. SepTeEmMBER—Kansas City retail 
trade dropped 10%. Kansas cattle and grasslands 
in better condition than in vast years. 


19. NortH AND SouTH CAROLINA 


JULY, 103.7 JUNE, 106.2 JULY 1938, 91.0 
Juty—North Carolina department store sales ad- 
vanced 2% over 1938; South Carolina sales up 7%. 
Aucust—Percentage retail trade increases over 
previous year: Asheville 10, Winston-Salem 3, 
Charlotte—Raleigh—Charleston 5, Wilmington 0, 
Columbia 18, Greenville 19. Percentage wholesale 
trade increases: Wilmington 3, Winston-Salem 10, 
Charleston 4. Cotton crop 20% better than last 
year, corn 25% better, tobacco likewise ahead. 
Payrolls and production steady to improved over 
last year. Textile strike in Columbia. Furniture 
orders improved. Collections vary. SEPTEMBER— 
Tobacco sales suspended because of curtailment of 
foreign purchases. Price of tobacco three to ten 
cents under last year. Textile strike continues in 
Columbia. 


21. FLoripa 

JULY, 115.7 JUNE, 116.9 JULY 1938, 95.4 
Juty—Florida department store sales advanced 
18% from level of last July. Aucustr—Percentage 
retail trade increases: Jacksonville 3, Miami 7, 
Tampa 10. Jacksonville and Tampa wholesale 
trade increased 5 and 15% respectively. Im- 
provement in sales of building materials and elec- 
trical supplies. Jacksonville cigar production 
spotty; naval stores steady in price and sales activity. 
Lumber industry improved. Shipping slow since 
most fruit crops out of season. Citrus crop in good 
condition with weather conditions favorable. Jack- 
sonville bank clearings improved 14% over year 
ago. Collections steady compared with last month 
and last year. SEPTEMBER—Department store sales 
activity improved considerably over last year. 


23. New Organs 
JULY, 98.6 JUNE, 101.5 JULY 1938, 92.2 


Juty—New Orleans department store sales ad- 
vanced 8% over last year’s level. AuGcust—Per- 
centage retail trade changes from previous August: 
New Orleans +10, Jackson —4, Meridian +5. 
New Orleans wholesale trade slightly advanced 
from last year’s level. Rice and cotton, major crops, 
harvested during August; yield varies, some as 
much as 40% below normal because of drought. 
Sugar cane yield per acre even with 1938, 40% 
above ten-year average. Pecan crop slightly smaller 
than normal yicld. Payrolls and production steady 
to below last year. New Orleans bank clearings 
2% ahead of last August. Collections steady with 
last month and last year. SEPTEMBER—Retail sales 
continue to improve. Cotton activity ahead of 


normal level. 
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24. TExas 


JULY, 109.0 JUNE, 107.8 JULY 1938, 103.0 
Juty—Percentage department store sales changes 
over previous July: Dallas 0, Fort Worth —2, 
Houston —1, San Antonio 0. AuGcust—Percentage 
retail trade changes from previous August: Dallas— 
Amarillo—Beaumont—Lubbock Fort Worth 
+3, Wichita Falls —10, Galveston —5, San An- 
tonio +1, El Paso—Waco o, Houston +2, Shreve- 
port —5. Percentage wholesale trade changes: 
Dallas-Houston +5, Fort Worth +8, Shreveport 
—1io. Cotton and feed crops poor; some cotton in 
good condition due to recent rains. Payrolls and 
production slowed down for ten days. Steel pro- 
duction in Fort Worth off 10° from 1938 level. 
Dallas bank clearings improved 14% over last year. 
StpreMBER—Dallas retail trade spotty. 


26. Lake City 
JULY, g1.6 JUNE, 88.8 JULY 1938, 81.1 
Juty—Salt Lake City department store sales in- 
creased 3° from previous July level. AtuGust— 
Salt Lake City retail trade advanced 10% from level 
of last July. Wholesale trade likewise ahead 10%. 
Large orders for electrical supplies and public utility 
Farm prices steady, some improved 
over last year. General crop situation satisfactory. 
Fruits in good condition. Payrolls and production 
steady with last month, advanced from last year. 
Coilections steady compared with last month, im- 
proved from level of year ago. SepTEMBER—Retail 
trade improved 15°% over last week and last year 
due to large purchases of foodstuffs. Automobile 
and tire sales above last vear’s level. Sugar re- 


equipment. 


finers report large carry-over, 


28. San Francisco 

88.2 JUNE, SO.g JULY 1938, 86.2 
Juty—San Francisco department store sales in- 
over previous July. Oakland sales ad- 
vanced 9° Avucust—Pcereentage retail trade 
changes: San Francisco +6, Oakland o, Sacra- 
mento —5, Fresno +10. Fruit picking active; 
heavy shipments of grapes, plums, and melons. 
Peach canning in operation. Weather conditions 
favorable for ripening fruit. Flax and barley show 
large gains in yield from last year. Payrolls and 
production unchanged or improved from last year’s 
Shipbuilding industry improved. Labor dif- 
ficulties in the meat-packing industry. Tourist 
trade above normal but below expectations. Col- 
lections steady. Francisco retail 
trade 6% ahead of last vear. 


creased 5‘ 


level. 
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- REGIONS 24-20 
25. DENvER 


JULY, 99.0 JUNE, 94.0 JULY 1938, 96.8 
Juty—Denver department store sales unchanged 
from previous July level. Aucust—Denver retail 
sales increased 6% from previous August; Albu- 
querque trade advanced 5%. Men's and women’s 
ready-to-wear goods, furs, hardware, builders’ sup- 
plies, and furniture sales show largest gains. Den- 
ver wholesale trade 4°4 ahead of last year's level, 
although weather is unfavorable for Fall merchan- 
dising. Good bean crops; other farm products in 
good condition in irrigated lands; rains needed in 
range lands. Payrolls and production steady to 
improved over last year’s level. Collections steady 
to better. SeEpTEMBER—Denver department store 
sales fractionally lower than last year at this time. 
Sugar refiners report large sales and stocks of sugar. 


27. PorTLAND AND SEATTLE 

JULY, 82.0 JUNE, 85.0 JULY 1935, 74.5 
Juty—Percentage department store sales increases 
over previous July: Seattle 13, Tacoma—Portland 5, 
Spokane 4. Aucust—Percentage retail trade in- 
creases over previous August: Seattle 10, Tacoma 
8, Spokane 3, Portland 6. Seattle wholesale trade 
off 6°4 from last year, but Portland's wholesale 
sales gained 2%. Early blackberry harvest in 
Puyallup Valley spurred by rains. Payrolls and pro- 
duction generally improved over last year. Sale ot 
dairy products above normal but prices low. Ship- 
ping tonnage decreased from last year and _ last 
month. Cement production and lumber orders im- 
proved from last year's level. Collections steady. 
SepTEMBER—Portland and Seattle department store 
sales considerably above last year. 


29. Los ANGELES 

JULY, 89.0 JUNE, 86.1 JULY 1938, 89.7 
Juty—Percentage department store sales changes 
from previous July: Los Angeles —1, Phoenix +12. 
Aucust—Los Angeles retail trade even with last 
year’s level; wholesale trade, especially groceries, 
hardware, and electrical supplies, moderately ahead 
of year ago. Phoenix and San Diego retail trade 
unchanged from last year. Valencia orange ship- 
ments increasing steadily, prices low but relatively 
firm. Payrolls and production generally improved 
over last year’s level. Aircraft, petroleum refining, 
mining, packing, and building operations main- 
tained at favorable levels. Automobile and motion 
picture production seasonally slow. Collections 
generally improved. SepTemBeR—Los Angeles de- 
partment store sales improved over last vear. 
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INDUSTRIAL AND COMMERCIAL FAILURES 


NuMBER OF FAILURES Current ** Tora Liasivitigs ** 

1939 1938 1937 1939 1938 1937 1939 1938 1937 
45377 841 19,122 21,415 12,003 23,192 27,162 14,992 
Feb:....« +963. 4,149 755 12,788 21,028 14,004 12,795 25,501 22,887 
Mar. ..... 4087" 1,067 861 17,851* 40,325 22,591 18,164* 80,373 78,878 
Agr... 264" 1,172 818 17,435" 21,147 12,893 20,693* 29,355 13,628 
May ... 1,028* 1,123 875 14,664* 19,139 13,088 19,501* 19,831 14,965 
june ... 847* 1,073 703 11,460* 15,918 12,829 11,616* 16,892 16,737 
July ... 885* 1,038 651 14,128* 14,761 12,780 22,763* 15,008 13,955 
Aug.... 859 1,015 736 11,259 16,382 14,950 11,714 17,252 19,473 
997 815 13,219 14,079 16,960 15,381 
Nov: 988 +842 12,302 16,400 17,281 17,709 
Dec.... .... 875 1,009 36,528 27,818 545736 36,963 
Total .. .... 12,836 9,490 246,505 183,253 335,534 276,876 

** In thousands of dollars. + Apparent annual failures per 10,000 enterprises. + For seasonal variation. 


Dwn’s INsoLvENcy INDEX t+ 
UNADJUSTED 
1939 1938 1937 1939 1938 1937 
69.3 76.2 47.7 56.3 62.0 38.8 
62.5 75.2 50.6 54.3 65.4 44.0 
58.1" 64.8 4735 57.5* 64.2 47.1 
65.1 56:8" 963.2. 474 
54.3" 59.8 47.6 53.8* 59.2 47.6 | 
| 


ADJUSTED 


50.3" 64.1 41.1 52.4" 67.5 43-3 
48.3. 57-2 37:9 54.3 64.3 42.1 


46.8 53.8 39.7 55.1 63.3 46.7 
51.6 35.2 HORA, 
54.7 45.2 ... 59.4 49.1 
52:0 527 
56.7 58.0 58:0 
61.1 45.9 


* Revised. See text. 


ANALYZING the RECORD of INDUSTRIAL 
and COMMERCIAL FAILURES 


DROP IN AUGUST SLIGHTLY LESS THAN SEASONAL 


HE month of August brought a 

seasonal decline in industrial and 
commercial failures, although the ex- 
tent of the drop was slightly less than 
the average change from July. Failures 
numbered 859 with $11,259,000 in cur- 
rent liabilities, compared with 885 in 
July with $14,128,000 liabilities—a de- 
cline of 3 per cent in numbers and 20 
per cent in debts. The August level 
was 15 per cent below that of a year 
ago, when failures numbered 1,015 with 
current liabilities of $16,382,000. 

The insolvency index measured the 
August decline by a drop from 48.3 to 
46.8. The course of the index since the 
beginning of the year has been smooth- 
ly and continuously downward except 
for a slight rise in April. This trend has 
conformed to the seasonal pattern more 
closely than any other in recent years. 
The adjusted index, with the seasonal 
factors removed, has moved within the 
narrow limits of 6 points, with no single 
move over three points. The adjusted 
index in August rose slightly, from 54.3 
to 55.1. The even course of the adjusted 


index indicates that so far this year no 
untoward influences have been brought 
to bear upon the failure record. What 
the effect of the war on general business 
conditions and failures in this country 
will be remains to be seen. The trend 
of failures during the World War is 
recorded in a special article on pages 
20 and 21. 


Revision of the Record 


As explained in the September issue 
of the Review, a revision of the failure 
record since March seemed advisable 
because of an excess of small failures 
in recent months due to improved re- 
porting of discontinuances from busi- 
ness without formal court action. The 
amount of the excess was assumed to 
be the number of discontinuances over 
and above those constituting the pro- 
portion which this type of failure bore 
to total failures in 1938. In March 66 
failures were taken from the count, 76 
in April, 94 in May, 105 in June, and 
32 in July. Eighty were withheld from 
the current August record. 


[ 38 ] 


Comparison of earlier reports with 
present ones for each district helped to 
identify the additional failures. They 
occur in reports from all parts of the 
country, so that few figures escape some 
slight change, although the greatest re- 
visions have been made in the Chicago 
and Philadelphia records. Liability 
figures have not been appreciably af- 
fected, since the majority of cases drop- 
ped were very small concerns with 
debts of only $1,000 or less. A lower- 
ing of total liabilities in June by $149,- 
000 was the largest monetary change 
made in the record. 

All failures now eliminated will be 
run back into the record next year to 
provide a series of figures for 1939 com- 
parable with the 1940 figures which 
will include all cases. 

Revised figures for the number of 
failures in the main industry groups 
are given on the following page. Cor- 
rected figures for particular lines of 
activity, geographical divisions, cities, 
or size groups, will be sent upon re- 
quest. 
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RevisE>D NUMBER OF FAILURES IN INDUSTRY 


Groups 

INpustry Group March April May June 
Manufacturing . . . 203 208 189 158 
Wholesale Trade 121 133 127. 85 
Retail Trade... ... 634 629 608 506 
Construction 50 51 62 50 
Commercial Service 49 43 42 48 


August Failures 


August failures declined trom July 
in the two major industrial groups, 
manufacturing and retail trade, but in- 
creased slightly in wholesale trade and 
markedly in construction and commer- 
cial service. Failures in three manu- 
facturing lines moved against the trend, 
increasing in forest products, leather 
goods, and iron and steel. In retail 
trade food failures increased about 10 
per cent and apparel shop failures de- 
creased 19 per cent. 

The present level is well below that 
of a year ago in all major groups, with 
the exception of commercial service. 


August August Per Cent 
Inpustry Group 1939 1938 Change 


Manufacturing ... 151 173 —13 
Wholesale Trade. . 122 —24 
Retail Trade...... 528 629 —16 
Construction ..... 46 57 
Commercial Service 41 34 +20 


Part of the large decrease in whole- 
sale trade failures is owing to the fact 
that in August, 1938, wholesale failures 
took a jump out of line with their gen- 
eral level. Likewise, commercial ser- 
vice failures dropped a year ago and 
increased this year, thus widening the 
spread. 

August saw the number of failures 
with liabilities under $25,000 practically 
unchanged from July, while failures 
with liabilities in excess of $25,000 de- 
clined from 122 to 94, with little change 
in the very large ones. 

Failures in all size groups were con- 
siderably lower than a year ago, with 
the larger failures showing the greatest 
relative drop. 


August August Per Cent 

LIABILITIES 1939 1938 Change 
Under $5,000..... 358 417 —14 
$5,000-$25,000 ... 407 460 —12 
$25,000-$100,000 . 75 109 —31 
$100,000 and over. — 19 29 —35 
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Analysis of the large failures reveals 
that the drop from 2g to 19 occurred in 
all the main industry groups: in manu- 
facturing from 17 to 13, in wholesale 
trade from 6 to 2, and in retail trade 
from 4 to 2. Most revealing, however, 
is the analysis by type of failure, which 
shows 5 petitions for reorganization 
and 4 for arrangement in the current 
month compared with 18 petitions for 
reorganization in August, 1938, when 
77-B was still in effect. The inference 
is that the relative ease of procedure 
under 77-B led concerns to seek re- 
organization when early signs of seri- 
ous financial trouble appeared, whereas 
the stricter and more expensive proce- 
dure under Chapter X of the new bank- 
ruptcy act has served to discourage the 
quick use of this remedy for debt 
trouble. 

The August decline from July took 
place entirely in the large cities, with 
failures in the rest of the country in- 
creasing slightly. This is the usual re- 
lation between city and country failures 
in August, according to the record since 
1934- 

Geographically, August failures 
were unchanged in number in the Chi- 
cago Federal Reserve District, slightly 
down in the Boston, New York, and 
Dallas districts, and decidedly down in 
the Philadelphia, Cleveland, and St. 
Louis districts. Advances occurred in 
the remaining districts, Atlanta, Rich- 
mond, Kansas City, Minneapolis, and 
San Francisco. Only the three Mid- 
west districts of Minneapolis, Kansas 
City, and Dallas have reported more 
failures so far this year than in the com- 
parable period of 1938. 


Frorrav Reserve Jan.-Aug.  Jan.-Aug. Per Cent 
District 1939 1938 Change 
Roston ...... is: 622 862 —28 
Cleveland ....... 534 684 —22 
San Francisco. ... 858 1.015 —16 
Richmond ...... 378 446 —15 
New York....... 2,208 2.638 
Philadelphia ..... 507 556 — 9 
456 470 
Minneapolis ..... 153 151 +1 
Kansas City...... 4ol 369 
237 166 +43 


By Divisions or INpustry—Aucust, 1939 AND 1938 


(Current liabilities in thousands of dollars) 


——Number——_, 


Aug. 
1939 
TOTAL UNITED STATES. $59 
MANUFACTURING (total)... 151 
Paper, Printing and Publishing........ 12 
Chemicals Drags: 4 
Leather and Leather Products. ........ 11 
Stone, Clay, Glass, and Products. ...... 3 
Transportation Equipment............ I 
WHOLESALE TRADE (total).............. 93 
Farm Products, Foods, Groceries. ...... 40 
Clothing and Furnishings............. 7 
Lumber, Building Materials, Hardware. . 12 
Chemicals and: Drugs... 3 
Automotive Products............... 4 
Farm Supplies, General Stores... ..... 20 
General Merchandise... 16 
Apparel We 111 
Furniture, Houschold Furnishings. . 30 
Lumber, Building Materials, Hardware. . 22 
Automotive Products... ...... 39 
Carpenters and Builders.............- 15 
Building Sub-contractors.............- 30 
ComMERCIAL SERVICE (total). ......... at 
Cleaners and Dyers, Tailors 8 
Haulage, Buses, Taxis, etc............. 


* Revised. Sce text. 


Canadian Failures 


Canadian failures increased from 93 
in July to 99 in August, with liabilities 
rising from $756,000 to $982,000. In 
number, failures were slightly lower 
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July* Aug. Aug. July* Aug. 
1939 1938 1939 1939 1938 
885 1,015 11,259 14,128 16,382 
186 173 4,069 6,701 6,147 

49 37 1,642 2,308 pein 
40 4 535 1,130 25254 
14 12 521 212 370 
19 y 269 260 434 
3 8 38 32 
6 2 40 1,017 76 
5 6 Zit 213 62 
6 7 20 263 549 
6 i 337 53 764 
14 12 51 773 256 
1 6 if 58 340 
23 ee 289 322 204 
gi 122 1,47 2,068 2,860 
30 50 663 940 
3 8 182 43 67 
2 2 a 2 220 
8 12 19% 59 338 
6 I 70 199 2 
4 3 6 125 114 
6 14 47 168 348 
6 4 21 88 31 
20 28 279 534 800 
548 629 4,461 4,008 5.903 
145 167 963 944 884 
20 27 148 276 178 
26 26 70 ae 451 
137 123 1,148 1,559 
37 57 243 249 701 
28 35 267 252 488 
37 47 439 398 414 
54 61 512 627 625 
31 7 382 301 228 
33 39 284 300 375 
35 a 765 301 1,128 
4 9 : 24 195 
10 20 48g 142 721 
21 27 271 1g5 205 
25 34 491 330 344 
7 10 62 113 6s 
3 15 116 
2 140 16 
3 5 51 
5 9 5st 39 49 


than a year ago when they numbered 
102, but liabilities were considerably 
in excess of the $595,000 in August, 
1938. 

Ue In Dun’s SratisticaL Revirw there are published 


more detailed failure statistics by States, large cities, in- 
custrial divisions, and size of liabilities. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear in **‘Dun's Statistica, Review”’ 


Dun & Bradstreet 
Weekly Food Price Index 


Building Permit Values—215 Cities 


Geographical August August Change July Change : : 
Groups: 1939 1938 Pie. 1939 P: Ct. : The index represents the sum total of the 

New England...... $4,154,797 $8,922,292 — 53-4 $8,097,402 — 48.7 : wholesale price per pound of 31 commodi- ‘ite 
Middle Atlantic... .. 41,220,629 36,301,477. + 13.6 26,867,974 + 53-4 ties in general use. 
South Atlantic...... 11,168,192 9,159,216 21.9 12,243,156 — 88 
East Central........ 26,050,836 15,040,189 + 73.2 21,315,897 + 22.2 | Weeks: 1939 1938 
South Central... .... 11,250,526 10,205,284 + 10.2 11,210,553 + O4 | Sept. 26... . $2.46 $2.43 $2.88 
West Central. ..... 5,864,377 4,448,051 + 31.8 5,306,726 + 10.5 | Sept. 19.... 2.46 2.42 2.92 2.78 
Mountain ......... 2,179,505 1,619,294 + 34.6 2,604,066 — 16.3 ee 

151943525 Aug. 29.... 2.16 2.41 2.87 2.81 
$117,832,387 $101,024,415 + 16.6 $102,750,445 + 14.7 | = 
New York City .... $26,024,096 $27,586,446 — 5.7 $16,349,395 + 59.2 
Outside N. Y. C..... $91,808,291 $73,437,969 4- 25.0 $86,401,050 + 6.3 ae 

IGH ow 


Bede oe 1939.. $2.46 Sept. 19 $2.13 Aug. 15 
1938.. $2.53 Jan. 4 $2.34 May 10 
1937.. $3.01 Mar. 16 $2.56 Dec. 28 | 


Bank Clearings—22 U. S. Cities 


1937.. 158.26 Apr. 5 114.83 Dec. 


Monthly r Daily Average————, 
1939 1938 1937 1939 1938 1937} Dun & Bradstreet | . 
21,798 27,226 927.5 871.9 1,089.0 Daily Weighted Price Index 
February ..... 19,711 17,584 23,720 896.0 799.2 1,078.1 } 
March ...:.:. 249005 22,822 29,412 925.7 845.3 1,089.3 | 30 Basic Commodities 
21,667 26,086 871.9 833.4 1,003.3 | 2 = 100 
20,169 23,951 853.4 806.8 958.0 1939 | 
23,022 23; 25,90 885.5 921.5 996.3 | 
19,716 22,260 836.7 730.2 856.2 106.14 102.8% *.... 107.07 
September 21,733 24,076 869.3 963.0 * Foo... 106.97 
November .... ee 21,637 21,796 940.7 947-6! 
December .. .. 27,697 25,805 1,065.3 992.5} 111.64 *.... 104.80 106.82 
116.07 +.... 104.86 106.62 
264,417 300,918 875.8 996.7 115.62 102.42 104.57 106.83 
Bank Clearings for Individual Cities (000 omitted) 
1939 193 Ct. 1939 355.83 103.48 106.3 
Philadelphia . ......... 1,734,000 1,450,000 + 19.6 1,562,000 14.... 116.81 102.29 103.09 106.41 *f 
Pittsburgh 488,962 439,187 + 11.3 491,832 16.... f.... 106.04 
Cincinnat. 233,882 209,718 + 115 245,298 102.76 +. 
285,835 258,520 + 10.6 290,237! 109,55 
188,816 175,419 + 7.6 167,724! 20:..... “Pc... 
242,700 219,400 + 10.6 238,500 21.... 117.64 102.91 102.24 105.93 
New Orleans: 152,732 148,593 + 2.8 163,745 22.... 102.67 *...: 109.21 
1,288,680 1,125,704 + 14.5 1,230,042! 23:... "986610920 f.>.. 
140,529 126,412 + 11.2 144,759 26.... *.... 102-34 
Minneapolis .......... 306,482 304,582 + 06 281,076 2 
Kansas City 391,180 374,625 + 4.4 458,083 28.... 118.36 103.27 102.71 105.46 
126,480 123,929 + 21 128,332 | 29.... 117.9% 103.12 *.... 105.71 
San. 634,024 590,003 + 7.4 593,985 3I.... 103.37 103.16 
Portland, Ore... ....:... 138,355 124,361 + 11.3 129,969 
Total’ Cites: |. $8,953,570 $7,961,261 + 12.5 $8,733,862 1939.. 119.34 Sept. 30 101.40 July 24 
| $13,637,331 $11,755,054 + 16.0 $12,651,653 1938.. 117.06 Jan. 10 102.43 June 2 | 
! 


Total 22: Cites: $22,590,901 $19,716,315 + 14.6 $21,385,515 
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HERE AND THERE IN BUSINESS 


WHAT'S NEW AS OBSERVED BY THE AGENCY’S REPORTERS 


Cassy—Drawn with the fingers by professional 
artust Arnold Hall in Finger Paints, growing art 
medium, made by Binney & Smith. Co., N. Y. 


Tin Ear—A machine which tests 
metal gears by listening to them has 
been developed by Electrical Research 
Products, Inc., New York. The device, 
which is called an Industrial Noise 
Analyzer, measures the intensity of 
sound at any preselected pitch, filtering 
out other noises. It’s also used to detect 
drops of solder that sometimes fall in- 
side tin cans, and to eavesdrop on new 
frictionless bearings, generator motors, 
and refrigerator units. 

When gears are tested, the machine 
listens to the clear ringing note made 
by tapping the gear with a hammer. 
Weaknesses in the metal change the 
pitch. The noise analyzer detects this 
and indicates the gear is imperfect. 


Blame Nero—Trousers which stay 
up without belt or suspenders have 
insinuated themselves around a lot of 
waists this Fall. They're called Swags, 
and are being promoted by John Wana- 
maker department stores, which intro- 
duced them modestly last year to see 
how they’d go. 

An adjustable elastic band keeps 
Swags wagging at mid-torso. A chain- 
stitched rubber lining on the waistband 
grips a fellow’s shirt-tail so it won’t puff 


out like a jibsail during a game of golf 
or tennis. 

Although there’s a rumor that one 
customer wanted a Swag tuxedo, 
Wanamaker’s hasn’t thought much yet 
about putting Swags in all-year-round 
clothes or work clothing; only in Sum- 
mer and Palm Beach suits, and sports 
skirts. 

Historically, trousers were forced on 
Roman slaves as an insult, like pigtails 
when the Manchus took China. The 
Emperor Nero, says Wanamaker’s, put 
pants on captive Goths so the Roman 
citizenry could flirt their togas at the 
sissies. Trousers signified slavery. 


Poe—Too new for any judgment to 
be formed yet about its chances of suc- 
cess, a small retail store in New York 
City, Poe Television Company, sells 
television sets on the basis that custo- 
mers can make them on the premises 
from the kits of several radio manu- 
facturers. The store furnishes tools, 
laboratory facilities, and instruction. 
Building a television receiver from a 
kit in at least one case involves 144 
operations, using parts having 62 tech- 
nical names. Sets all ready for home 
construction cost about $110 less than a 
factory-built receiver. 

Average time for set-building in the 
store laboratory is about 23 hours, al- 


AvuTOMATIC—Kem- 
ington Rand book- 
keeping machine de- 
livers dual debit or 
credit balances, mov- 
ing carriage automat 
ically when final digit 
of new charge or 
credit is posted. Oper- 
ator does nothing to 
start automatic bal- 
ance feature, set off 
by selenoid relays 


though the first customer took 60. Poe 
guarantees each set will work satisfac- 
torily. Its manager does the final test- 
ing and line-up. 


Bookkeeping—An automatic book- 
keeping machine which does part of its 
work without requiring a bookkeeper 
to touch the keys at all is being intro- 
duced by Remington Rand Inc., Buf- 
falo, N. Y. In a typical accounts re- 
ceivable transaction, for example, an 
operator “picks-up” the previous bal- 
ance, strikes the date key, types a de- 
scription of the new transaction, and 
posts the new charge or credit. 

From this point the machine takes 
over. It automatically tabulates into 
the balance column, printing debit bal- 
ances in black with a triangular symbol, 
or credit balances in red, with oblique 
type. It also permits automatic dual 
cross-computing and automatic dual 
printing of debit or credit balances. 

The Burroughs Adding Machine 
Company, Detroit, Mich., has also an- 
nounced a new, high-speed bookkeep- 
ing machine which tabulates automati- 
cally and has dual computing features. 
A date, reference number, and the cur- 
rent charge or credit can be tapped one 
after another on the keyboard, after 
which the motor bar is pressed and the 
machine automatically prints the entire 
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. and Chemical Supplies 


* 


@ Widely available chemical raw materials are at hand in the 
Gulf South—products of wood, oil, soil and sea multiply the list. 

Gulf South climate is mild, schools are numerous and good, 
living costs are moderate. Land is readily available, and taxes 
are low, with ten years’ remission in some states. Labor is 
white, reliable, intelligent. Transportation is good, markets are 
swiftly growing. 


Industry is decentralizing southward to a friendlier atmos- 
Invites 


Industry 
appreciated by your neighbors! “ 


phere. Move to the Gulf South, where you are wanted and 


For information on GULF SOUTH opportunities write to 


INDUSTRIAL DEVELOPMENT DEPARTMENT 


UNITED GAS 


PIPE LINE COMPANY 


FOR TEXAS, Mail received at: Beaumont, Beeville, Dallas, Fort Worth, Houston, Longview, San Antonio 
and Wichita Falls. FOR LOUISIANA, Mail received at: Baton Rouge, Lake Charles, Monroe and 
Shreveport. FOR MISSISSIPPI, FLORIDA and ALABAMA, Mail received at: Jackson, Mississippi. 


ALL INQUIRIES CONSIDERED CONFIDENTIAL 


COPR.. 1939, UNITED GAS PIPE LINE CO. 
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entry in duplicate on ledger and state- 
ment forms, prints the balance, and 
delivers the usual journal entry. 


Atmos—Just about the nearest thing 
to a working perpetual motion machine 
that you could want is an imported 
Swiss mantel clock called Atmos II. 
It winds itself up every time there’s a 
change in the temperature and air pres- 
sure. <A difference of one degree in 
temperature runs it for five days. Even 
if the winding mechanism were to 
break, the seconds would twirl merrily 
around its rotating pendulum for a year 
before you guessed anything had gone 
wrong. 

Atmos II winds itself when a sensi- 
tive drum expands or contracts accord- 
ing to changes in atmospheric condi- 
tions. Moving the clock from sea level 
to the mountains throws it out of kilter 
for about two weeks. Then it adjusts 
itself to the mountain air and settles 
back to a normal sixty per minute. 

For a trifling $175 any man of the 
house who’s tired of winding the family 
horologe can nod at Atmos II and say, 
“Wrap it up.” A number of jewelry 
firms in major cities, such as Tiffany 
& Company or Cartier, Inc., in New 
York, handle it. 


Headlamps—Sealed beam head- 
lamps, introduced on the 1940 passen- 
ger cars, will be available on some 1940 
light trucks and delivery wagons. Ap- 
plication to bigger vehicles is still to 
come, however, says the Automotive 
Safety Foundation, N. Y., which helped 
father the lamps. There’s virtually no 
possibility at present that they can be 
applied to many business fleets of older 
models than 1940. 

Advantages of the sealed lamp in 


Suines—Shining up to the low income group, 
Willys-Overland offers for $600 a 1940 model 
in restrained but modern design. 


the way of greater light and wider dif- 
fusion of the beam should be a headline 
item for the 1940 passenger models. As 
a business product the lamps will repre- 
sent a larger cash outlay for replace- 
ments. They'll last longer than the 
present bulbs, but when replacement is 
necessary, a repair man has to take the 
whole lamp—reflector, bulb, and glass 
front, out of its shell. He throws away 
this old unit and sells a new one, which 
plugs into place. 


Shows—Slightly over a month ago 
veteran business showman Frank E. 
Tupper surprised the office equipment 
and machines industry by announcing 
that the Thirty-sixth Annual National 
Business Show would be held at Chi- 
cago’s giant Navy Pier, instead of in 


MULTIFOLDER—T ypewriter size office 
folding machine, made by the Mulu- 
stamp Company, Inc., of Norfolk, Va. 


New York City. The show opens 
October 23 and ends October 27. Ad- 
mission will be free, on tickets dis- 
tributed to those interested. 

October 15 to 22 are the dates for the 
Fortieth Annual National Automobile 
Show, at the Grand Central Palace, 
New York. Moved ahead one month 
to take advantage of the World’s Fair, 
the automobile show will seek larger 
attendance by lowering admission 
prices to a flat 4o-cent rate. 

There was to have been a third big 
show this month, the 1939 National 
Machine Tool Show. Space was over- 
subscribed last July. Suddenly the 
show was called off. Story is that the 
machine tool men took inventory one 
morning and found they had nothing 
left to exhibit—all sold out! 


Tissue—American made cigarette 
paper is a relatively small item in total 
paper manufactures, but with war 
interfering with all imports the Ameri- 
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Harvest—In Danville, Cal., a walnut 
rancher harvests his crop from a 30-foot 
tower bolted to a Caterpillar tractor. 


can Paper & Pulp Association Import 
Committee is wondering if the domes- 
tic product will capture more of the 
market. 

American manufacturers produce 
about one-quarter of all American- 
consumed cigarette paper, about $1,- 
500,000 worth. Two mills account for 
most of this, although a third has just 
been built. Latest figures indicate im- 
ports are valued, including customs 
duties, at about $6,000,000, considerably 
more than the figure stated in Dun’s 
Review, August, 1939. A five-pound 
bobbin of American or French paper, 
costing $2, will wrap about 40,000 
smokes. Rejected tissue winds up as 
wrappers for soda fountain straws. 


Iced House—lf you collect anec- 
dotes for after dinner talks, you'll want 
to add this one about the iced house of 
Alamo to your list. The story came 
from the New York Herald Tribune. 

A house mover in Alamo, Tex., one 
Bruce Adkins, in the normal course 
of business had to lower a building to 
a new foundation. This is usually 
done by supporting the house on jacks 
and giving each one a slight down-turn 
in rotation, so as to avoid straining the 
structure or throwing it off balance. 

The ingenious Mr. Adkins found this 
too tedious a job. So he supported 
the house over its new foundations on 
blocks of ice. The sun shone. The ice 
melted. The building descended. The 
job was done. Meanwhile, contractor 
Adkins sat under a shady tree and 
relaxed, an unworried entrepreneur 


employing Sun, Water, and Weight. 
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Presenting machines, methods and equipment designed to 
expedite office procedure, control expenditures and in every 
way to aid Business in meeting today’s challenge. 


Fairchild 
Aerial 
Surveys, Ine. 


36th Annual NATIONAL BUSINESS SHOW at the 


NAVY PIER, CHICAGO 
OCTOBER 23rd to 27th, inclusive, 1939 


* 
NATIONAL BUSINESS SHOW COMPANY 
Frank E. Tupper, President Edwin O. Tupper, Secretary 
New York—50 Church Street Telephone—Cortland 7-1392 


Chicago—1214 Grant Street, Evanston, Illinois 
C. H. Hunter, Manager Telephone—Greenleaf 0125 
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THE MODERN 


WARDROBE 


This Peterson Utility Wardrobe ends 
the typical locker problem. A 4’ x 1° 
rack which provides individually 
separated, fully ventilated accommoda- 
tions for 12 persons—hats, coats, over- 
shoes and umbrellas. Available in 
any length (by the foot). Rigid steel 
construction; balanced. Portable (with 
tired rollers) or stationary types. De- 
tachable or permanently attached coat 
hangers. Finishes in keeping with 
appointments of the finest 
offices. Shipped prepaid. 
Write for circular and prices. 
(Specify size, color, etc.) 


VOGEL-PETERSON CO., 


1819 N Wolcott Ave Chicago 


60 DAYS 


KEEP YOUR 
CAPITAL LIQUID 


Ask us about this distinctive 
modern plan of finance for 
manufacturers. 


CREDIT-UNDERWRITERS 


Peoples Bank Building 
Indianapolis, Indiana 


OFFICE 


“The Checkroom People” 


EFFECTS OF CHAIN STORE TAXES 


(Continued from page 28) 


Up until 1937 the anti-chain forces 
had waged a guerilla war in locally or- 
ganized groups. By 1938 their forces 
had been organized on a national scale 
to carry the legislative drive from coast 
to coast with all the weapons of politi- 
cal campaign strategy. While prior to 
1938 measures had been laid before 
legislatures in a haphazard manner, 
bills later were carefully drafted by cen- 
tral committees and promoted by pre- 
determined plans. In contrast to the 
same type tax laws of the early Thirties, 
the bills introduced in the legislatures 
of Kansas, Oklahoma, and West Vir- 
ginia were of a most severe nature. 
Each was patterned after the Louisiana 
type, classifying chains by total number 
of stores. They proposed to tax national 
chains from $550 to $1,500 fees per 
store for each of their units, regardless 
of how small the totals of their stores 
in those tax States were. But these 


| bills were defeated. 


In some local communities, too, the 
outlook is not too bright for national 


chains. Just recently a referendum was 


passed introducing a chain tax in 
Columbus, Ga., after a two-week cam- 
paign in which the chains fought tooth 
and nail. The Colorado referendum 
of 1938 rejecting repeal of the State tax 
may also serve as an indication that 
public opinion has not yet been swung 
to the chain-store side. 


Marketing Channels 


While 30 years ago any tax concern- 
ing retailers would have drawn scant 
attention from producers, the recent 


' wave of chain store taxes has called 


forth an immediate and most spectacu- 


lar response on their part. 


Quite naturally the strongest effect of 


chain taxes is felt by those producers 


who operate their own store systems. 


| First to be confronted with the issue 


were gasoline refiners. Shortly before, 
during, and immediately after the de- 
pression there had been a remarkable 
trend to the company-owned gasoline 
station. Most of the larger oil com- 
panies had established their own chains 
of retail outlets. Of all retail stores 
the gas station is the one with the 
smallest average sales volume per 
unit. Little wonder that the gas chain 
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was hit with particular severity by tax 
measures which rated the amount of 
the levy by the number of store units. 

In June 1935, when the Iowa legis- 
lature passed a drastic chain tax bill, 
the Standard Oil Company of Indiana, 
leading gasoline marketer in Iowa, 
adopted what was later called the 
“Iowa” or “Dealer Marketing” plan. 
The company-operated stations were 
leased to independent dealers, predomi- 
nantly to former station managers. 
The new device spread rapidly to other 
States—not alone to those where chain 
taxes had been enacted—and by Spring 
of 1937 virtually all of the major in- 
tegrated oil companies had divorced 
their retail outlets from the rest of their 
business. 

There is some reason to believe that 
this evolution was largely fostered by 
social security and wage-hour legis- 
lation. But it is generally recognized 
that anti-chain legislation—or impend- 
ing chain bills—were the most com- 
pelling motive for its rapid progress, 
just as they were the immediate cause 
for its inauguration. 

What then happened under the 
Towa plan tells a noteworthy story. At 
first both oil companies and retailers 
were highly satisfied with the new state 
of affairs under the Iowa plan. The 
refining companies were relieved from 
retailing responsibilities and continued 
supplying their outlets on a 100 per 
cent account basis. The operators liked 
their new réle as merchants. But then 
they started to raise the very modest 
profit margin at which the oil com- 
panies had operated their stations. Be- 
fore long, competition of truck-side 
bulk dealers selling on narrower mar- 
gins made life uneasy for the new own- 
ers and incessant price wars spread 
along the roads. From such price wars 
—which made deep inroads into dealer 
margins—refiners could not remain 
aloof. Service operators became bad 
accounts and as long as the company’s 
sign was still at the station there was 
a very active interest of the company 
in the business conduct of the operator, 
especially in the handling of service. 

In some instances refining companies 
were reported seriously to have con- 
sidered taking possession again of part 
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of their leased stations. Other com- 
panies resorted to the “Jersey” plan, 
which provided for fixed retail mar- 
gins under the Fair Trade Acts. Re- 
finers set the price at which their 
gasoline was to be resold at retail, thus 
closing the strange circle in which 
merchandising policies moved under 
chain tax laws. The retailer is par- 
tially returned to the company’s con- 
trol, from which he had been freed only 
a few years ago. 

What has happened in the gasoline 
trade will not necessarily occur in other 
industries. We may anticipate, how- 
ever, that in the event of further taxa- 
tion producers with integrated retail 
outlets may dispose of their stores in 
the pattern of the oil industry. Of all 


manufacturers selling through stores of | 


their own, less than 50 per cent do so 
exclusively. The total number of 
manufacturers who have a direct stake 
in the chain issue is small. The Census 
of Business indicates that only 1.5 per 
cent of all products is thus distributed. 


Taxes Passed On? 


As for the effect of these taxes on 
poor Mrs. Consumer, it seems almost 
impossible to arrive at a general con- 
clusion as to whether or not they will 
be passed on. In the intricate network 
of costs and margins, the chain tax is 
just one element. Where excessive 
competition prevails, any seller will be 
hindered from passing increased mark- 
ups on to the consumer. Under dif- 
ferent conditions such shifts might 
more easily occur. 

In the meantime, the struggle be- 
tween chain and anti-chain forces con- 
tinues with undiminished force. The 
chains were somewhat late in realizing 
the importance of the public relations 
problem. A great deal of adverse popu- 
lar feeling could be overcome if chains 
would take a larger interest in local 
affairs. 

More recently chain organizations 
have been anxious to improve this 
side of their dealing with the public 
and are apparently gaining ground. 
They have also made a successful at- 
tempt to gain support from farm 
groups by assisting farmers in dispos- 
ing of surplus crops. Direct appeal to 
the public by newspaper campaigns 
and through other advertising media 
likewise has been devised to upset anti- 
chain store measures. 
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ISCOUNTING 


pirectors Prefer De ty at Compar 


for Greater Flex 


COMMERCIAL CREDIT COMPANY 


BOSTON NEW YORK 


business operating in a highly competitive 
market, cannot well entertain any discount arrangement 
that would add materially to the cost of doing business. 
Accordingly, the Board of Directors of BLANK Corporation* 
examined carefully the cost of our ‘‘“NON-NOTIFICATION”’ 
Open Account financing plan. As compared with the usual bor- 
rowing operation, requiring the maintenance of a balance on de- 
posit and the meeting of a fixed maturity date, they preferred 
to utilize their own receivables, on a self-liquidating plan. 


In announcing their decision they wrote us: 
“The facts brought to our attention in a review of the 
cost of your financing plan, bear out your statements with 
regard to the advantages of your method of service. It was 
because of these advantages that we decided against the 
acceptance of a loan of $40,000 authorized by the officers of 
the Federal Reserve Bank. 

“Your service has enabled us to plan for business expan- 

sion which would otherwise have been impossible with our 

capital set-up.”’ 
* * * * 

If you have any financing problems in the offing, forget interest 
rates for the moment as think of the actual cost of money. 
Considering the necessity of keeping a bank balance, and sub- 
sequently of accumulating principal to* meet the maturing 
obligation, how much of your borrowed money is actually 
yours to use for the full period of the loan? 

Our ‘‘NON-NOTIFICATION”’ Open Account financing ser- 
vice permits you to convert receivables into immediate cash, 
paying interest only for whatever money you require while 
you have the use of it. No red tape or delay in arranging loans. 
No worry about maturities. As your customers pay you, you 
cancel your obligations. Write to Dept. DR for a copy of our 
booklet ‘“‘CAPITAL AT WORK” and read how this plan is 
helping others solve their financing problems. 


*A fictitious name, but the facts and figures, taken from our records, can be certified. 


"Non-Notification’’ Open Account Financing 


BALTIMORE 


CHICAGO SAN FRANCISCO 


PORTLAND, ORE. 


CAPITAL AND SURPLUS MORE THAN $65,000,000 
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the lsed that Git Autopoint 
TO SIGN THE ORDER 


Let Autopoints HELP YOUR 
SALES...START-T0-FINISH! 


You may use this Autopoint pencil 
only asa “‘door-opener’’—butit stays, 
as a constant “silent salesman’’ for 
you, in most men’s pockets. Auto- 
point is the pencil men love—with 
the Grip-Tite tip that holds even 
thin leads so perfectly they can’t 
wobble, twist, slide out or break 

easily. 6000 firms use Autopoints; 

a book, ‘‘The Human Side Of Sales 

Strategy,” tells methods and re- 

sults. Write for it! 


THE BETTER PENCHi 
AUTOPOINT COMPANY Dept. DR-10 
1801 Foster Avenue Chicago, Illinois 


PRESIDENTS DO READ 
AND WRITE 


I 
The author of an article in a recent issuc of 
Dun’s Review received 26 letters direct from 
readers. Seventcen of these letters were signed 
by the presidents or heads of their companies. 


II 


A manufacturer of an office cquipment device 
received 113 letters of inquiry. Sixty were from 
manufacturers, 37 from wholesalers, 2 from 
banks, 14 miscellancous. Fifty of these com- 
panics are rated from $125,000 to over $1,000,- 
000. Twenty-two were signed by presidents. 


Il 
An advertiser of a special service to business 
received 31 inquiries, of which 18 were from 
manufacturers and 7 were from banks, financial 
institutions, and insurance companies. 


IV 
Of 52 requests received for a booklet on export 
conditions, 15 were from concerns rated from 
$125,000 to over $1,000,000. 


OVER THE EDITOR'S 


TO THIS ISSUE 


CONTRIBUTORS 


OR most of us these are mornings 
when we reach, unseeing, for our 
coffee and keep both eyes on headlines 
of the latest chapter in Europe’s ancient 
struggle over jealously guarded bound- 
aries. Nor do we fail to keep a weather 
eye on developments in that unhappy 
land of friction, Southeastern Europe. 
Meanwhile, at home for many years 
forces have been at work unconsciously 
but effectively Balkanizing the United 
States. Efforts to protect local products 
have erected along State boundaries 
thinly disguised tariff walls; retaliatory 
measures have raised them. 

What forms do these barriers to free 
flow of commerce take? Where are 
they most irksome? What changes 
may come with the next few years? 
These are questions we asked of George 
R. Taylor (pages 12-16). 

Only last year Professor Taylor (Am- 
herst College) directed for the United 
States Department of Agriculture its 
study of State barriers to shipments of 
agricultural products; this year finds 
him co-author of a special report on the 
subject to Secretary Wallace. He is co- 
author, too, of The United States—A 
Graphic History and a frequent con- 
tributor to the economic journals. 

“For further details,” he writes from 
Amherst, “consult local gossips. I trust 
they will confine their remarks to my 
exploits at the chess-board and with the 
fowling piece.” 


A MANuFacTURER who lives near 
Arthur H. Little told him one time that 
his company was trying to improve its 
correspondence. Mr. Little suggested 
that there were a number of books and 
mentioned some of their titles. The 
manufacturer replied that this was not 
his first approach to the problem, that 
he was familiar already with several of 
them, but that none of them seemed 
to have what he wanted. 

Thereupon Mr. Little set down on 
paper some thoughts which he hoped 
might be helpful. Although there was 
no very formal use of the material that 
Mr. Little prepared, both he and the 
manufacturer became so interested in 
the problem that Mr. Little extended 
his first thoughts into “The Cardina! 


| 48 | 


DESK 


Qualities of a Good Business Letter” 
(pages 17-19). 

First a newspaper reporter, Mr. Little 
later became editor, successively, of 
two business magazines, Business and 
System. From 1929 until just this year 
he was an associate editor of Printers’ 
Ink, engaging meanwhile in display 
and direct-mail work for a number of 
industrial advertisers. Still a contrib- 


GEORGE R. TAYLOR 


uting editor of Printers’ Ink, he has 
now set up tor himself as an advertising 
consultant. 


Despite the fact that there still is life 
in a Congressional bill which would 
levy a national tax on chain stores, the 
chains apparently have halted the ad- 
vance of their opponents, until recently 
so joyously marching forward. Al- 
though three States have increased 
chain-store tax rates this year, no States 
previously without such taxes have en- 
acted them; and the Kentucky and 
Pennsylvania taxes have been set aside 
by the courts. 

Such a momentary balance affords 
excellent opportunity to assay the ef- 
fects chain-store taxes are having on 
the chains themselves and on manufac- 
turers and other distributors (pages 
22-28). 


The experience of Reinhold P. Wolff, 
DUN’S. 
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who sums them up, is of a sort to en- 
hance a detached view of tax and price 


problems in this country. Only four | 


years ago he was practising law in Ger- 
many and following closely develop- 
ments in the trade association move- 
ment there. Now in New York, Dr. 
Wolff is editor of Trade Regulation 
Review and a pricing and merchan- 
dising counselor. 


For readers who are tempted to 
search past records for clues to future 
trends, there appears this month, too, 


“War-Time Casualties on the Business | 


Front.” Its author, Dorothy S. Davis, 


is a member of the Research and Statis- | 


tical Division of Dun & Brapstreet, 
Inc. 


Tue article by Charles F. Roos and 
Victor von Szeliski on automobile de- 
mand in the September issue was di- 
gested from a study made for the 
General Motors Corporation. That 
company has published the paper and 
others on related topics in a booklet 
titled The Dynamics of Automobile 
Demand. 


Atso in the September number in the 
box headed “The Survey Sample,” page 
13, inventory values were erroneously 
deflated. The words “thousands of 
dollars,” in italics, should have read 
“millions of dollars.” 
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FACSIMILE COPIES—— 


IN ONE MINUTE 


Right in your own office 


DUOPHOTO—the per- 
fect portable photo 2 - 
reproducing machine. 
Important papers kept 
confidential. Saves 
time and money. Any 
stenographer can 
operate it. 


Write for 
descriptive 
folder with . 
sizes and 
prices. 


Duo 


30 West 25th St. 


New York City 


wopholo 


The Natural Companion 


of the PORTABLE 


ompactness, portability and low price of 
make it the ideal copyholder 
for portable as well as st typewriters. It’s 
the only practical copyholder for use with a port- 
able. udents, writers, ministers everyone 
else who copy on machines, find Rite-Line speeds 
ion, prevents errors and saves eyes. 
$9.85 U.S.A. Send for folder. 


RITE-LINE CORPORATION 
48 West 48 Street, New York, N. Y- 


RITE-LIN E 


S. Pat. 


COPYHOLDER 


Dun’s Revisw—A MontHiy Business MAGAZINE 


—summarizes the effects of current 
trends, developments, and legislation 
upon the management of business 
enterprises. 

—reports authentic information con- 
cerning research on business forces and 


| business problems. 


—impartially presents the points-of- 
view of business leaders on controver- 
sial and significant business subjects. 

—reviews business conditions em- 
phasizing data of basic importance and 
weighing the significance of various 
items. 


Night is the burglar’s day 


While at nightfall the 
settles down to the comfort and relaxa- 
tion of his home, burglars are starting 


average man 


their “day's work”. Two out of every 
three home burglaries are committed 
after sundown, according to statistics of 
the Federal Bureau of Investigation. 
Pistols and padlocks prove poor pro- 
tection to those who lose at the hands 
of the burglar. Real security—reimburse- 
ment for loss—can be provided and 


guaranteed only in adequate insurance 
coverage. 

AMERICAN SuRETY and NEw YORK 
CASUALTY COMPANIES offer in a single 
Residence Burglary Policy, protection 
against loss through burglary, robbery, 
theft, larceny. This broad form gives 
protection day and night throughout the 
year, even if premises remain unoccupied 
for as long as six months. 
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wc men were riding in an elevator. 


A: “I have just bought $10,000 worth of 
serges.” 


B: “What are serges?” 
A: “I don’t know but they’re going up.” 


There are times when speculative buying 
results from nothing more substantial than 
mass psychology. Such purchases are likely 
to generate price advances which in turn 
encourage further speculation. If there 
has been no basic change in the rate of 
consumption, this accumulation of stocks 
of goods carries the seeds of its own destruc- 
tion, for the higher price collapses when 
these speculative holdings flow back into 
the regular channels. And the apparent 
high rate of demand based on supplying 
both regular requirements and speculation 
suddenly dries up. 


Commodity speculation can help to stabi- 
lize a market by withholding goods in 
surplus times for use in periods of shortage. 
But in other circumstances, it may exag- 
gerate the swing, bringing on a serious 
recession as happened in 1920 and 1937. 
The successful business man must always 
distinguish between the needs of the legiti- 
mate consumer and the golden dreams of 
speculators, 
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